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The  May  Department  Stores  Company  is  one  of  the  nation’s 
largest  retailing  companies.  Our  three  principal  retail 
segments  consist  of  16  department  store  companies 
across  the  United  States,  two  regional  quality  discount  store 
companies,  and  two  national  specialty  store  companies. 
Through  subsidiaries,  the  company  is  one  of  the  largest 
national  developers  and  operators  of  shopping  centers. 

We  employ  approximately  143,000  people  in  46  states 
and  in  14  offices  overseas.  A  list  of  operating  companies 
and  subsidiaries  appears  on  page  35  of  this  report. 

Department  Stores.  Our  16  department  store 

companies  serve  market  areas  that  total  101  million 
people  nationwide.  We  operated  258  department 
stores  in  24  states  and  the  District  of  Columbia  at  the 
end  of  fiscal  1987. 

Each  store  company  occupies  a  leading  position  in  its 
market  area.  We  operate  under  the  following  well- 
established  trade  names:  Lord  &  Taylor,  New  York; 

May  Co.,  California;  Hecht’s,  Washington,  D.C.; 
Robinson’s,  Los  Angeles;  Famous-Barr,  St.  Louis; 
Kaufmann’s,  Pittsburgh;  L.S.  Ayres,  Indianapolis; 

G.  Fox,  Hartford;  May  D&F,  Denver;  Meier  &  Frank, 
Portland,  Ore.;  May  Co.,  Cleveland;  O’Neil’s,  Akron; 
Sibley’s,  Rochester,  N.Y.;  Goldwaters,  Scottsdale; 
Hahne’s,  New  Jersey;  and  May  Florida,  Jacksonville. 

Discount  Stores.  Our  two  quality  discount  store 
companies,  Caldor  and  Venture,  conduct  their 
businesses  in  geographic  regions  that  include 
50  million  people.  Caldor  operated  116  stores  in  eight 
Northeastern  states  and  Venture  operated  70  stores  in 
seven  Midwestern  states  at  the  end  of  fiscal  1987. 

Specialty  Stores.  Volume  Shoe  Corporation  and 
Loehmann’s  are  our  two  national  specialty  store 
companies.  Volume  Shoe,  which  operates  most 
stores  under  its  Payless  ShoeSource  trade  name,  is  the 
nation’s  largest  chain  of  self-service  family  shoe  stores. 
At  year-end,  Volume  Shoe  had  2,436  stores  in  42  states 
and  the  District  of  Columbia.  Loehmann’s  features 
quality  off-price  women’s  apparel  and  operated  80  stores 
in  26  states  at  year-end. 

Shopping  Centers.  Primarily  through  May  Centers, 
Inc. ,  a  wholly  owned  subsidiary,  the  company  is 
one  of  the  nation’s  leading  developers  and  operators 
of  shopping  centers.  Through  subsidiaries  or  directly,  it 
owned  or  had  a  partnership  interest  in  29  centers  in 
nine  states  at  year-end. 
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Financial  Highlights 


(millions,  except  per  share) 

Fiscal  1987 

Fiscal  1986 

Increase 

Net  retail  sales 

$10,314 

$9,500 

9% 

Net  earnings 

$  444 

$  381 

17% 

Net  earnings  per  share 

S  2.90 

$  2.44 

19% 

Dividends  paid  per  common  share 

$  L11V4 

$  1.01  Vi 

10% 

Return  on  shareowners’  beginning  equity 

17.0% 

15.6% 

I aMter  in  Shar<‘o\vn«*rs 


1987  was  another  year  of  significant  progress  for  The 
May  Department  Stores  Company  toward  its  mission  of 
Excellence  in  Retailing.  Sales  and  earnings  were  at 
record  levels,  our  13th  consecutive  year  of  record  per¬ 
formance  and  an  achievement  attained  by  few  retailers. 

Sales  were  $10.3  billion,  up  9%.  Earnings  per  share 
were  $2.90,  up  19%  from  $2.44  in  the  prior  year,  and  net 
earnings  were  $444  million,  up  from  $381  million. 

Fourth  quarter  sales  for  fiscal  1987  were  $3.3  billion, 
up  8%  from  the  similar  1986  quarter.  Net  earnings  per 
share  for  the  fourth  quarter  were  $1 .52,  up  10%  from 
$1.38,  and  net  earnings  for  the  quarter  were  $230  million, 
up  from  $213  million. 

For  the  year,  return  on  shareowners’  beginning  equity 
was  17.0%.  While  a  sizeable  improvement  over  1986’s 
15.6%,  return  on  shareowners’  beginning  equity  is  below 
our  objective  of  top  quartile  performance.  We  are  focus¬ 
ing  our  efforts  and  quickening  our  pace  to  achieve  top 
quartile  performance. 

Dividend  Increase.  In  March  1988,  the  Hoard  of 
Directors  increased  the  dividend  to  an  annual  rate  of 
$1.28  per  share,  representing  the  14th  dividend  increase 
in  the  past  13  years.  The  new  annual  dividend  will  be 
effective  with  the  June  1988  dividend  payment  and  is  a 
12%  increase  over  the  prior  rate  of  $1. 14.  May  has  paid 
consecutive  quarterly  dividends  since  December  1911. 

The  May  Mission.  Our  foundation  continues  to  be  the 
May  Mission  statement,  which  provides  our  organization 
with  seven  specific  strategies  and  the  ability  to  move 
decisively  and  aggressively. 

As  we  plan  for  continued  growth,  we  are  sharpening  our 
focus  and  stepping  up  our  efforts  to  improve  performance. 

This  annual  report  focuses  on  corporate- wide  programs 
in  four  areas  that  we  believe  are  important  for  success: 

•  Accelerating  the  organization’s  ability  to  develop  the 
best  talent  in  retailing. 

•  Building  the  quality  parts  of  the  business,  recognizing 
individual  store  company  opportunities. 

•  Making  tangible  progress  in  providing  genuine 
customer  service. 

•  Stepping  up  all  aspects  of  store  productivity. 


In  1987.  we  made  a  number  of  management  moves  to  fill 
key  jobs  in  our  expanded  company.  A  priority  now  is  to 
reestablish  our  talent  base  through  developing  our  man¬ 
agement,  improving  management  continuity  and  increas¬ 
ing  executive  trainee  retention.  Our  store  company 
principals  and  corporate  senior  management  art*  directly 
involved  in  the  recruiting  process  at  college  campuses. 

Quality  is  another  priority.  We  will  systematically 
strengthen  our  quality  merchandise  by  enhancing  our 
position  with  quality  vendors,  building  the  better  price- 
points  and  upgrading  the  quality  of  our  import  programs. 
We  are  also  adding  excitement  to  the  presentation  of 
merchandise  and  the  look  of  the  stores  by  increasing  the 
number  of  exclusive  vendor  shops  and  the  use  of  displays 
anti  fixtures  that  attractively  show  the  goods. 

We  are  very  excited  about  our  capability  to  provide 
increased  customer  serv  ice,  a  strategy  which  is  a  require¬ 
ment  for  excellence.  In  1987,  we  developed  a  monthly 
survey  program  to  better  evaluate  customer  satisfaction. 
Our  customers  have  been  enthusiastic,  and  we  are 
aggressively  addressing  the  more  than  75,000  responses 
received  each  month.  We  are  equally  enthusiastic  about 
a  major  program  implemented  at  several  stores  in  1987 
to  improve  the  shopping  env  ironment.  This  program, 
which  involves  making  our  stores  more  friendly,  is  now 
being  implemented  company-wide.  It  recognizes  the 
critical  role  our  sales  associates  play  in  customer 
satisfaction. 

We  are  continuing  to  push  hard  on  store  productivity, 
w  ith  the  critical  elements  being  to  increase  sales  per  square 
foot,  maintain  gross  margin,  grow  our  own  credit  programs 
and  aggressively  pursue  expense  reductions.  Our  1987 
progress  in  two  of  these  areas  includes  an  increase  in 
sales  per  square  foot  to  $142  from  $134  and  the  opening 
of  3.5  million  new  May  credit  accounts. 

Board  of  Directors  Retirements.  Two  directors  of  our 
company  retired  from  the  Board  in  1987.  J.  Sidney  Webb, 
former  vice  chairman  of  TRW  Inc.,  retired  following 
nine  years  of  serv  ice  to  May.  We  recognize  the  many 
contributions  and  skills  he  brought  to  the  Board  during 
his  tenure.  Joseph  H.  Johnson,  former  chairman  of 
Associated  Dry  Goods,  also  retired  in  1987.  Mr.  Johnson 
worked  diligently  to  ensure  a  smooth  and  orderly  tran¬ 
sition  in  our  merger,  and  we  acknowledge  his  efforts 
with  appreciation. 

Opportunities  for  Growth.  Our  five-year  plans 
recognize  the  challenges  we  face,  but  anticipate  strong 
sales  growth  from  all  of  our  business  segments,  allow  ing 
us  to  achieve  our  standards  of  excellence.  May  's  strategic 
foe u s  continues  to  be  on  improving  existing  skills.  We 
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The  company  s  Senior  Management 
Committee  members  are,  from  left 
to  right,  Lawrence  E.  Honig, 

Jerome  T.  Loeb.  Richard  L.  Battram 
(seated).  David  C.  Farrell.  Thomas  A. 
Hays  (seated),  and  Kenneth  kolker. 


will  continue  to  direct  our  attention  and  resources  into 
getting  full  value  from  our  existing  businesses.  We  also 
w  ill  pursue  promising  acquisitions  opportunistically. 

We  are  continuing  a  strong  capital  expenditure  program 
to  maintain  our  future  growth.  This  involves  planned  ex¬ 
penditures  of  83.3  billion,  our  highest-ever  five-year  level. 

In  the  1987  through  1991  period,  $1.9  billion  of  the  total 
capital  will  be  spent  to  open  72  department  stores,  42 
discount  stores  and  more  than  1,200  specialty  stores. 

The  $1.4  billion  of  remaining  capital  w  ill  be  invested  in 
major  remodels  and  expansions  of  existing  stores,  space 
reductions,  improvements  to  our  reporting  and  informa¬ 
tion  systems,  and  expense-saving  projects. 

In  1987,  we  opened  13  department  stores,  nine  discount 
stores,  229  specialty  stores  and  one  shopping  center. 
During  1988,  we  will  open  seven  department  stores, 
seven  discount  stores  and  approximately  240  specialty 
stores. 

We  are  pleased  to  continue  to  support  the  social,  educa¬ 
tional,  cultural  and  civic  needs  in  the  communities  we 
serve.  The  company’s  Foundation  made  grants  totaling 
$9  million  in  1987. 

As  we  look  to  1988  and  beyond,  we  expect  that  the  many 
improvements  we  have  put  in  place  will  enable  us  to  con¬ 
tinue  to  perform  well.  Our  strengths  in  people,  processes 
and  systems  allow  us  to  be  responsive  to  our  customers, 
to  merchandising  trends  and  to  economic  conditions. 


Our  associates  worldw  ide  are  excited  and  energized  by 
the  challenges  we  face  and  the  opportunities  we  have. 
Excellence  in  Retailing  remains  our  mission. 

We  extend  our  appreciation  to  our  associates  throughout 
the  company  who  have  moved  May  toward  excellence. 
Our  appreciation  also  goes  to  the  members  of  our  Board 
of  Directors  for  their  judgment  and  w  isdom,  and  to  our 
valued  resources  for  their  participation  in  our  success. 
We  also  thank  you,  our  shareowners,  for  your  support. 
We  will  continue  to  work  diligently  to  further  enhance 
the  value  of  your  investment  in  May. 


David  C.  Farrell 

Chairman  and  Chief  Executive  Officer 

<->  U  /*Cr~ 

Thomas  A.  Hays  / 

President  1 

April  4,  1988 
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The  year  was  one  of  substantial  accomplish¬ 
ment  for  our  company.  In  addition  to  setting 
financial  performance  milestones,  we  were 
strengthened  by  our  people,  our  organization 
and  our  systems. 

May  is  positioned  as  an  important  and  powerful 
factor  in  the  retail  industry. 

The  benchmarks  for  excellence  in  our  industry' 
continue  to  rise.  In  response,  we  are  con¬ 
centrating  our  efforts  and  increasing  our  pace 
to  achieve  the  goal  of  the  May  Mission  — 
Excellence  in  Retailing. 


Merchandise  Manager  Conferences  —  week- 
long  intensive  courses  taught  by  members  of 
senior  management  and  key  store  company 
executives.  By  Fall  1988,  all  of  our  divisional 
merchandise  managers  will  have  completed 
the  conferences. 


1987  was,  however,  a  year  during  which 
many  key  management  and  merchandising 
positions  had  to  be  filled  across  the  company 
—  the  majority  being  promotions  from  within. 
Replenishment  of  our  bench  strength  w  ill 
require  a  stepped-up  effort. 


One  of  our  highest  priorities  is  to  accelerate 
the  organization’s  ability  to  develop  the  best 
talent.  Our  attention  w  ill  focus  on  three  key 
areas  —  developing  our  management,  improv¬ 
ing  management  continuity  and  increasing 
executive  trainee  retention.  Store  company 
principals  are  enhancing  the  environment  to 
foster  personnel  development  and  to  establish 
clear  development  programs  and  objectives 
for  key  positions. 


May  senior  executives  from  both  the  store 
companies  and  the  corporate  office  are  now 
directly  involved,  for  the  first  time,  in  the 
recruiting  process  at  the  college  level.  May 
will  hire  more  than  600  graduates  from  top 
universities  in  1988  and  these  associates  will 
participate  in  our  nationally  recognized  train¬ 
ing  program  for  new  executives.  Our  goal  is 
to  develop  career  employees  who  w  ill  assume 
increasingly  responsible  management 
positions. 


Our  programs  to  achieve  excellence  are  cur¬ 
rently  emphasizing  four  areas:  developing 
our  people,  building  the  quality  elements  of 
our  business,  achieving  progress  in  customer 
serv  ice  and  increasing  productivity. 

Developing  Our  People.  May  is  a 

powerful  company  because  of  our 
people.  As  outlined  in  the  May 
Mission,  the  foundation  for  our 
growth  is  built  upon  having  the  best  talent 
in  retailing  and  having  a  corporate  culture 
that  emphasizes  innovation  and  excellence. 

During  the  year,  the  company  continued  to 
refine  its  successful  management  development 
programs,  corporate-w  ide  appraisal  programs 
and  incentive  compensation  programs.  In 
management  development,  for  instance,  we 
continued  our  commitment  to  our  Divisional 
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Building  Quality.  Building  the 

quality  elements  of  our  business  is 
another  priority  for  May.  Consistent 
with  each  individual  store’s  position 
in  its  marketplace,  we  are  working  to  upgrade 
the  quality  of  our  merchandise,  advertising 
and  sales  promotion,  the  presentation  of  our 
merchandise  and  the  look  of  the  stores. 

We  have  strengthened  the  quality  of  our 
merchandise  by  intensifying  relationships  with 
strong  vendors  whose  names  are  synonymous 
w  ith  quality  — Ralph  Lauren,  Liz  Claiborne, 
Calvin  Klein,  Jones  New  York,  Anne  Klein  II, 
Christian  Dior,  Lauder,  Lancome,  Clinique, 
Dooney  &  Bourke,  Fieldcrest,  Laura  Ashley, 
Lenox,  Waterford,  Krups,  Braun  —  and  by 
significantly  increasing  our  commitment  to 
prestige  names  such  as  Fendi,  Gucci,  Chanel 
and  Polo. 


Quality,  style  and  value  are  further  supported 
with  exciting  and  powerful  merchandise 
displays.  Vignettes  are  being  created  to  add 
interest  and  warmth  to  the  merchandise  and 
to  group  major  ideas  into  powerful  merchan¬ 
dise  statements. 

Our  merchandise  support  programs  are  also 
being  upgraded.  A  new  packaging  program 
for  each  department  store  company  was 
introduced  in  February  1988  and  provides 
attractive,  high  quality  bags  and  boxes  for 
our  customers. 


A  key  role  in  building  quality  merchandise 
and  its  impact  is  filled  by  May  Merchandising. 
This  critical  group  is  the  hub  of  merchandise 
communication  between  the  store  companies 
and  uses  two  primary  processes  —  meetings 
of  the  Presidents’  Council  held  every  six 
weeks  in  New  York  and  the  May  satellite 
network,  a  live  television  broadcast  allowing 
two-way  voice  communication  w  hich  is  tele¬ 
cast  to  each  of  our  store  companies  monthly. 
These  communication  processes,  along  w  ith 
information  generated  by  our  sophisticated 
merchandise  information  reports,  allow'  May 
to  identify  and  move  quickly  into  emerging 
merchandise  trends. 


Achieving  Progress  In  Customer 
Service.  As  our  emphasis  on 
quality  is  heightened,  wre  must 
correspondingly  improve  our 
service.  We  are  strongly  committed  to 
providing  genuine  customer  service  and 
recognize  that  this  is  a  requirement  for 
excellence. 


spac  e,  even  in  high  volume  stores,  to  the 
most  productive  businesses;  upgrading  and 
expanding  our  better  stores  where  we  feel 
key  departments  are  undersized;  and  con¬ 
tinuing  to  review  opportunities  to  eliminate 
underperforming  square  footage  and  to  divest 
nonproductive  individual  stores. 

A  two-fold  success  has  resulted  from  this 
productivity  program:  the  shopping  environ¬ 
ment  in  our  stores  has  become  more  focused 
and  exciting,  while  costs  associated  with  the 
eliminated  space  have  been  avoided. 

Maintaining  gross  margins  remains  a  primary 
element  of  productivity.  Our  position  is  en¬ 
hanced  with  merchandise  focused  into  the 
major  ideas  from  key  vendors,  delivering  that 
merchandise  into  the  stores  early,  presenting 
it  with  impact  and  promoting  the  key  ideas 
with  meaningful,  well-thought-out  events. 

We  continue  to  enhance  our  own  credit  pro¬ 
grams,  building  on  the  strength  of  common 
systems  and  adding  more  sophisticated 
systems.  Growing  our  own  credit  sales  is 
a  critical  priority.  Additionally,  we  are 
increasing  our  dedication  to  achieve  expense 
reductions  —  again  by  maximizing  common 
systems,  disposing  of  nonproductive  assets 
and  implementing  cost-saving  projects. 

As  wre  face  the  challenges  of  our  industry  in 
1988  and  beyond,  we  remain  confident  that 
May  has  the  elements  and  programs  in  place 
to  achieve  Excellence  in  Retailing. 


In  1987,  we  developed  and  introduced  a 
monthly  survey  program  to  better  evaluate 
customer  satisfaction  in  each  of  our  individual 
department  stores.  Results  from  this  ongoing 
surv  ey,  involving  about  75,000  responses 
each  month,  offer  us  a  valuable  reading  on 
customers’  specific  expectations  of  our  stores 
and  our  associates.  Our  customers  have 
responded  enthusiastically  with  many  specific 
comments  and  suggestions. 

We  are  responding  aggressively  to  the  survey 
results  and  have  several  programs  and  ap¬ 
proaches  under  way.  One  major  program  was 
implemented  in  five  stores  in  Fall  1987  and 
met  w  ith  considerable  success  with  our  cus¬ 
tomers.  This  program  involves  improving  the 
shopping  atmosphere  to  make  our  stores  more 
friendly,  and  recognizes  the  critical  role  our 
sales  associates  play  in  customer  satisfaction. 
During  1988,  we  plan  to  implement  this 
program  on  a  company-wide  basis.  In  addi¬ 
tion,  each  individual  store  is  responding  to  its 
own  opportunities. 

I  ncreasing  Productivity.  We  continue 

I  to  push  hard  for  productivity  improve¬ 
ments.  In  1987,  sales  per  square  foot 
I  increased  6%  over  last  year  and  54% 
since  our  focus  on  productivity  began  five 
years  ago.  This  effort  involves  reallocating 
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Review  of  Operations 


During  1987.  May  achieved  solid  increases  in  sales, 
earnings  per  share  and  net  earnings.  Sales  were  $10.3 
billion,  an  increase  of  8.6%  over  1986  levels.  Earnings 
per  share  were  $2.90,  an  increase  of  18.9%  from  last 
year’s  $2.44  per  share.  Net  earnings  were  $444  million, 
an  increase  of  $63  million  from  last  year’s  $381  million. 
Our  4.0%  store-for-store  sales  increase  exceeded  infla¬ 
tion,  which  was  2.8%  as  measured  by  the  government’s 
Department  Store  Price  Index.  The  increase  in  operating 
earnings  was  further  leveraged  by  the  lower  tax  rates 
provided  by  the  Tax  Reform  Act  of  1986.  Results  by 
segment  are  highlighted  below: 

_ Net  Retail  Sales _ Operating  Earnings 

Percent 


(millions) 

1987 

Increase 
vs.  1986 

Store- 

for- 

Store 

Increase 
(Decrease) 
1987  vs.  1986 

of  Net 
Retail 
Sales 

Department 

stores 

8  6.205 

7.5% 

4.5% 

$618 

11.0% 

10.0% 

Discount  stores 

2.710 

9.7 

4.6 

126 

(16.3) 

4.6 

Specialty  stores 

1.399 

11.2 

.5 

151 

(1.6) 

10.8 

Real  estate 

33 

11.8 

Total 

$10,314 

8.6% 

4.0% 

$928 

4.2% 

9.0% 

Net  retail  sales  represent  sales  of  stores  operating  at  the 
end  of  the  latest  period  and  exclude  the  sales  of  sold 
divisions  and  nonreplaced  closed  stores.  Store-for-store 
sales  represent  sales  of  those  stores  open  during  both 
years.  Operating  earnings  are  UFO  earnings  before 
federal  and  state  income  taxes,  net  interest  expense  and 
corporate  expense,  and  exclude  unusual  items  and  sold 
divisions.  Additional  information  on  unusual  items  is 
found  on  page  25  and  by  business  segment  is  presented 
on  pages  27  through  29. 

Viewed  on  a  longer-term  basis,  the  growth  of  the  company 
by  segment  over  the  last  five  years  is  reflected  in  the 
following  table: 


Net  Retail  Sales 

Operating  Eaniings 

Percent 

Percent 

Five-Year 

to 

Five-Yeur 

to 

Compound 

Total 

Compound 

Total 

Growth  Rate 

1987  1982 

Growth  Rate 

1987  1982 

Department  stores 

8% 

60%  70% 

9% 

67%  :v 

Discount  stores 

12 

26  25 

7 

14  16 

Specialty  stores 

35 

14  5 

30 

16  7 

Real  estate 

19 

3  3 

Total 

11 

11 

Department  Stores.  Department  store  sales  in  1987 
were  $6. 2  billion,  an  increase  of  7.5%  from  1986  and  4.5% 
on  a  store-for-store  basis.  Operating  earnings  increased 
11%  to  $618  million,  an  increase  of  $61  million  from  1986. 
Return  on  sales  was  10.0%.  a  solid  increase  from  1986’s 


9.6%.  Return  on  beginning  net  assets  was  20.0%  com¬ 
pared  to  1986's  20.5%.  The  company’s  productivity 
programs  remain  a  key  factor  in  the  success  of  our  depart¬ 
ment  store  segment.  Sales  per  square  foot  in  1987  was 
$136  versus  $127  in  1986.  Opportunities  for  continued 
improvement  are  substantial  and  sales  per  square  foot  is 
expected  to  increase  as  the  company  pursues  opportunities 
to  enhance  space  and  close  its  less  productive  stores. 

During  1987,  the  company  completed  the  merger  of  its 
Denver  Dry  Goods  and  May  D&F  divisions  and,  in  August 
1987,  acquired  two  additional  stores  in  the  Denver 
market  from  another  retailer.  During  the  year.  May 
closed  15  department  stores,  totaling  2.5  million  retail 
square  feet;  six  of  these  stores  were  replaced  with  new, 
more  productive  stores.  May  also  sold  seven  L.S.  Ayres 
stores  in  Kentucky,  its  10-store  Robinson’s  of  Florida 
division  and  its  111-store  Sycamore  division. 

May’s  16  department  store  divisions  opened  13  stores 
during  fiscal  1987.  totaling  approximately  two  million 
square  feet  of  retail  space.  This  was  the  largest  number 
of  department  stores  opened  during  one  year  in  the  com¬ 
pany’s  history.  At  year-end.  May  operated  258  depart¬ 
ment  stores  in  24  states  and  the  District  of  Columbia. 

This  aggressive  expansion  program  will  continue  in  1988 
with  seven  new  department  stores,  adding  approximately 
845,000  square  feet  of  retail  space.  Spring  1988  openings 
were  Lord  &  Taylor  in  San  Antonio,  Texas,  and  Hahne’s 
in  Bridgewater,  N.J.,  during  February,  and  May  Co., 
California,  in  Bakersfield  in  March.  Opening  in  Fall  1988 
are  Lord  &  Taylor  in  New  Orleans  and  Memphis:  Robinson’s 
in  Northridge,  Calif.;  and  Sibley’s  in  Buffalo,  N.  Y. 

The  1987-1991  expansion  plan  calls  for  72  new  depart¬ 
ment  stores,  adding  approximately  9.6  million  retail 
square  feet.  For  the  five-year  period,  the  company  w  ill 
invest  approximately  $950  million  in  new  department 
stores. 


Discount  Stores.  May’s  discount  segment  is  comprised 
of  two  divisions:  Caldor  in  the  Northeast  and  Venture  in 
the  Midwest.  During  1987.  the  company  continued  the 
effort  begun  in  1986  of  repositioning  Caldor  to  be  a  more 
effective  competitor.  This  involved  realigning  Caldor's 
inventory  and  implementing  competitive  pricing  poli¬ 
cies.  The  investment  being  made  by  our  associates  at 
Caldor  to  implement  these  programs  is  substantial  and 
has  considerably  improved  Caldor’s  position  in  the 
marketplace. 


in 


Caldor’ s  sales  were  $1.5  billion  in  1987,  an  11.4%  increase 
over  1986  and  7.7%  on  a  store-for-store  basis.  Operating 
earnings  were  $56  million,  a  $14  million  decline  from 
1986’s  $70  million.  LIFO  accounted  for  $6  million  of  the 
decline.  Return  on  sales  was  3.7%  compared  to  5.2%  in 
1986.  Return  on  beginning  net  assets  was  15.9%  com¬ 
pared  to  18.8%  in  1986.  Sales  per  square  foot  improved 
to  $140  in  1987  from  $130  in  1986. 

During  1987,  Caldor  opened  three  new  stores,  adding 
approximately  255.000  square  feet  of  retail  space,  and 
closed  two  stores,  eliminating  179,000  retail  square  feet. 
At  year-end,  Caldor  operated  116  stores  in  eight  states. 

Caldor  will  open  three  stores  in  1988,  adding  approxi¬ 
mately  260,000  retail  square  feet.  A  store  in  Waterford, 
Conn.,  opened  in  March;  a  store  in  Somerdale,  N.J., 
will  open  in  April;  and  in  May,  a  store  will  open 
in  Warminster,  Pa.,  in  metropolitan  Philadelphia. 

Venture’s  sales  were  $1.2  billion,  a  7.6%  increase  from 
1986  and  .9%  on  a  store-for-store  basis.  Operating  earn¬ 
ings  were  $70  million  in  1987  compared  to  $80  million 
in  1986,  the  entire  $10  million  decline  attributable  to  the 
change  in  LIFO.  Return  on  sales  was  5.8%  versus  7.2% 
in  1986.  Venture’s  return  on  beginning  net  assets  was 
19.1%  compared  to  1986’s  23.5%.  Sales  per  square  foot 
increased  to  $163  from  $158  in  1986. 

We  deployed  a  significant  amount  of  Venture’s  organiza¬ 
tional  bench  strength  to  Caldor.  We  are  pleased  that 
during  1987  we  were  able  to  replenish  the  organization 
in  a  qualitative  manner. 

In  1987,  Venture  opened  six  stores,  adding  480,000 
square  feet  of  retail  space,  and  closed  one  105,000 
square  foot  store.  At  year-end,  Venture  operated  70 
stores  in  seven  states. 

Venture’s  expansion  in  1988  will  add  four  new  stores 
and  340,000  retail  square  feet.  In  March,  stores  opened 
in  Belleville  and  Bridgeview,  Ill.  Two  other  stores 
are  scheduled  to  open  during  July  in  the  South  Bend, 
Ind.,  area. 

The  1987-1991  expansion  program  will  add  42  newr  Caldor 
and  Venture  stores  and  approximately  3.5  million  retail 
square  feet,  representing  an  investment  of  approximately 
$245  million. 


Specialty  Stores.  May's  specialty  divisions  are  Volume 
Shoe  Corporation,  the  nation’s  largest  chain  of  self- 
service  family  shoe  stores  operating  most  locations  under 
the  trade  name  Pay  less  ShoeSource,  and  Loehmann’s, 
featuring  quality  off-price  women’s  apparel. 


Volume  Shoe’s  sales  were  $1. 1  billion,  a  14.0%  increase 
from  1986  and  .6%  on  a  store-for-store  basis.  Operating 
earnings  were  $132  million,  a  decrease  from  1986's  $138 
million.  Return  on  sales  was  12.4%  compared  to  14.8% 
in  1986.  Return  on  beginning  net  assets  was  31.1%  com¬ 
pared  to  1986’s  38.0%.  Sales  per  square  foot  was  $139 
compared  to  $136  in  1986. 

1987  w  as  a  year  of  sluggish  low-price  footwear  sales  and 
this  performance  interrupts  Volume  Shoe’s  exceptional 
earnings  growth. 

We  continued  to  invest  in  Volume  Shoe  in  1987  by 
opening  226  net  new  Pay  less  ShoeSource  stores  in  32 
states,  adding  approximately  655,000  square  feet  of  retail 
space.  Many  of  the  new  stores  were  in  California,  Florida, 
Illinois,  Texas  and  the  Northeast.  Also  in  the  year. 
Volume  Shoe  entered  North  Carolina  and  South  Carolina 
for  the  first  time.  At  year-end.  Volume  Shoe  operated 
2,436  stores  in  42  states  and  the  District  of  Columbia. 

We  plan  to  continue  the  aggressive  expansion  of  Volume 
Shoe  in  1988  with  approximately  235  net  newr  stores 
totaling  710,000  retail  square  feet.  New  markets  will 
include  Greensboro,  W  inston-Salem  and  Raleigh/ 
Durham,  N.C.,  in  1988. 

Loehmann’s  sales  were  $334  million,  a  3.3%  increase 
from  1986.  Store-for-store  sales  increased  .4%  in  1987. 
Operating  earnings  were  $19  million,  a  20%  increase 
from  1986’s  $16  million.  Return  on  sales  was  5.7%  com¬ 
pared  to  4.9%  in  1986.  Return  on  beginning  net  assets 
was  38.4%  compared  to  35.8%  in  1986.  Sales  per  square 
foot  was  $281  in  1987  compared  to  $284  in  1986. 

Loehmann’s  opened  three  new  stores  in  1987,  adding 
approximately  40,000  square  feet  of  retail  space,  and 
closed  13  poor  performing  stores,  eliminating  185,000 
retail  square  feet.  At  year-end,  Loehmann’s  operated 
80  stores  in  26  states. 

In  1988,  Loehmann’s  expansion  plan  will  add  six  new 
stores  with  approximately  110,000  retail  square  feet. 

A  store  opened  during  February  in  Morton  Grove,  Ill. , 
and  in  March,  a  store  opened  in  Riverdale,  N.  Y.  Four 
additional  stores  will  open  later  in  the  year. 

The  1987-1991  expansion  plan  for  specialty  stores  calls 
for  a  gross  capital  investment,  including  operating  lease 
equivalents,  of  approximately  $725  million  to  add  more 
than  1,200  net  new  stores  with  four  million  square  feet 
of  retail  space. 
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Shopping  Centers.  Primarily  through  its  wholly  owned 
subsidiary'.  May  Centers,  Inc.,  the  company  is  one  of 
the  nation's  leading  developers  and  operators  of  shopping 
centers.  Real  estate  operating  earnings  were  $33  million 
in  1987,  a  12%  increase  from  1986  results.  Rental  rev¬ 
enues,  including  100%  of  those  attributable  to  affiliated 
real  estate  partnerships,  were  $185  million  compared  to 
$176  million  in  1986,  an  increase  of  5%.  Rental  revenues 
of  wholly  owned  properties  were  $33  million  compared 
to  $48  million  in  1986.  This  decline  is  a  result  of  the 
sale  of  a  portion  of  the  company's  interest  in  Parklabrea 
during  the  1986  third  quarter.  See  page  26  for  a  further 
discussion  of  Parklabrea  transactions. 

At  year-end.  May  Centers  wholly  owned  and  operated 
five  shopping  centers  which  included  1.3  million  gross 
leaseable  square  feet;  had  a  partnership  interest  in  and 
operated  another  19;  and  had  partnership  interests  in 
five  others.  May  Centers’  aggregate  partnership  interest 


in  these  centers,  which  contain  6.9  million  square  feet 
of  leaseable  retail  space,  was  42%. 

May  Centers  continues  to  benefit  the  company  as  it 
creates  value  through  development  and  management  of 
quality  retail  centers  and  enhances  May’9  retail 
businesses. 

In  October  1987,  May  Centers  opened  Mid  Rivers  Mall, 
a  531,000  square  foot  shopping  center  in  St.  Peters, 

Mo.,  just  west  of  metropolitan  St.  Louis.  May  Centers 
has  a  partnership  interest  in  and  manages  the  mall.  Also, 
May  Centers  acquired  a  limited  partnership  interest  in 
West  Covina  Fashion  Plaza  in  Los  Angeles  and,  in  April 
1988,  will  assume  management  of  the  center.  In  July 
1987,  May  Centers  completed  a  $4  million  renovation  to 
Enfield  Square,  a  583,000  square  foot  mall  in  Enfield, 
Conn.,  and  in  November,  completed  the  first  phase  of  a 
$5.2  million  renovation  to  Meriden  Square  in  Meriden, 
Conn.  May  Centers  owns  and  manages  both  projects. 


Net  Retail  Sales  and  Building  Area  by  Retail  Division. 


Net  Retail 

Building  Area 

Number 

Sales 

in  Millions 

in  Thousands 

of 

of  Dollars 

of  Square  Feet 

Stores 

1987 

1986 

1987 

1986 

1987 

New  Closed 

1986 

Lord  &  Taylor,  New  York 

$  938 

$  856 

6,063 

5.954 

46 

1 

- 

45 

May  Co.,  California 

853 

799 

6.489 

6.411 

34 

- 

- 

34 

Heeht’s,  Washington,  D.C. 

700 

614 

3.864 

3.824 

23 

2 

1 

22 

Robinson's,  Los  Angeles 

576 

564 

4.123 

4.167 

24 

2 

2 

24 

Famous- Barr,  St.  Louis 

496 

489 

3,975 

3,983 

17 

l 

1 

17 

kaufmann's,  Pittsburgh 

480 

438 

3,085 

3,072 

14 

3 

3 

14 

L.S.  Ayres.  Indianapolis 

374 

363 

3,387 

4,257 

18 

- 

7 

25 

G.  Fox,  Hartford 

330 

263 

1,832 

1,703 

10 

1 

- 

9 

May  D&F,  Denver 

246 

216 

1,985 

1.927 

14 

2 

1 

13 

Meier  &  Frank.  Portland,  Ore. 

239 

226 

1,929 

1.920 

8 

- 

8 

May  Co.,  Cleveland 

236 

234 

2,111 

2.415 

9 

1 

10 

O'Neil’s,  Akron 

177 

174 

1,416 

1.477 

8 

1 

9 

Sibley’s,  Rochester,  N.Y. 

171 

166 

2.016 

2.473 

11 

3 

14 

Goldwaters,  Scottsdale 

161 

157 

1,037 

1.037 

9 

- 

9 

Hahne's,  New  Jersey 

148 

141 

1,280 

1.454 

8 

1 

1 

8 

May  Florida,  Jacksonville 

80 

73 

432 

551 

5 

1 

6 

Closed  and  sold  divisions 

- 

- 

- 

2,714 

- 

19 

19 

Total  department  stores 

6.205 

5,773 

45.024 

49,339 

258 

13 

41* 

286* 

Caldor 

1.502 

1,348 

10,834 

10,744 

116 

3 

2 

115 

Venture 

1.208 

1,122 

7,561 

7,272 

70 

6 

1 

65 

Total  discount  stores 

2,710 

2,470 

18,395 

18,016 

186 

9 

3 

180 

Volume  Shoe 

1,065 

934 

8,008 

7,352 

2.436 

226 (net) 

2,210 

Loehmann's 

334 

323 

1,179 

1,306 

80 

3 

13 

90 

Total  specialty  stores 

1.399 

1,257 

9.187 

8,658 

2.516 

229 

13 

2.300 

Total  retail  operations 

$10,314 

$9,500 

72.606 

76.013 

2.960 

251 

57* 

2,877 

Net  retail  sales  represent  sales  of  stores  open  at  the  end  of  1987. 

Building  area  represents  square  footage  of  stores  open  at  the  end  of  the  period  presented. 
*  Excludes  111  Sycamore  stores. 
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Review  of  Financial  Condition 


Return  on  Equity.  We  use  return  on  shareowners’ 
beginning  equity  as  the  principal  measure  in  evaluating 
our  performance  for  shareowners.  Our  objective  is  to 
sustain  performance  which  places  our  return  on  equity 
in  the  top  quartile  of  the  retail  industry.  Our  return  on 
equity  in  1987  was  17.0%,  a  significant  improvement 
from  15.6%  in  1986,  but  below  our  objective.  We  are 
focusing  our  efforts  and  accelerating  our  pace  to  improve 
this  performance. 


Capital  Structure.  Our  capital  structure  emphasizes  our 
objectives  to  generate  superior  shareowner  returns, 
maintain  access  to  capital  at  all  times,  and  minimize  the 
cost  of  capital. 

Our  balance  sheet  and  financial  condition  continue  to 
be  very  strong.  Total  debt,  which  includes  long-  and 
short-term  debt,  redeemable  preferred  stock  and  the 
capitalized  value  of  all  leases,  including  operating 
leases,  was  41%  of  capitalization  at  1987  year-end  com¬ 
pared  to  43%  and  44%  in  1986  and  1985,  respectively. 
Capitalization  includes  debt,  noncurrent  deferred  taxes 
(except  those  relating  to  deferred  gross  profit  on  install¬ 
ment  method  sales;  see  Taxes  on  page  20),  deferred  ITC 
and  shareowners’  equity.  Our  bonds  are  rated  AA-  by 
Standard  &  Poor’s  Corporation  and  AA-3  by  Moody’s 
Investors  Service,  Inc. 

Fixed  charge  coverage  was  3.  lx  in  1987  compared  to 
2.9x  and  3.  lx  in  1986  and  1985,  respectively.  Fixed 
charges  are  defined  to  include  gross  interest  expense, 
total  rent  expense,  and  the  pretax  equivalent  of  dividends 
on  redeemable  preferred  stock.  Our  debt-to-capitaliza- 
tion  ratio  and  fixed  charge  coverage  are  consistent  with 
our  capital  structure  objectives  and  position  the  company 
with  considerable  financial  flexibility. 

Our  commercial  paper  is  rated  A-l  4-  and  P-1  by 
Standard  &  Poor’s  and  Moody’s,  respectively.  The  com¬ 
pany’s  objective  is  to  use  short-term  debt  only  to  finance 
seasonal  requirements  and  we  had  no  short-term  debt 
outstanding  at  fiscal  year-end. 


Cash  Flow.  Cash  flowr  from  operations  was  $754  million 
compared  to  $696  million  in  1986.  Cash  flow  was  7.1% 
of  revenues  compared  to  6.7%  and  6.6%  in  1986  and 
1985,  respectively.  The  company’s  cash  flow  as  a  per¬ 
cent  of  revenues  continues  to  be  one  of  the  highest  in 
the  retail  industry. 


Capital  Expenditures.  Return  on  net  assets  is  the 
principal  financial  measure  we  use  to  plan  and  evaluate 
effectiveness  of  capital  investments.  Sales  per  square 
foot  is  emphasized  as  the  principal  operating  measure 
as  we  invest  in  new  stores,  remodels,  and  to  eliminate 
unproductive  space.  Our  sales  per  square  foot  has  im¬ 
proved  significantly  as  indicated  in  the  following  table 
which  is  based  upon  each  respective  year’s  average 
square  footage: 


Sales  Per  Square  Foot 

1987 

1986 

1982 

Department  stores 

$136 

$127 

$  86 

Discount  stores 

149 

142 

123 

Specialty  stores 

158 

159 

77 

Total  retail 

$142 

$134 

$  92 

We  also  invest  aggressively  to  improve  information 
systems  and  to  make  our  sales  support  areas  more 
efficient. 

Capital  expenditures  in  1988  will  approximate  $600 
million  (including  about  $120  million  capital  value  of 
new  operating  leases)  and  are  planned  to  exceed  $3.3 
billion  (including  $650  million  capital  value  of  new 
operating  leases)  for  the  1987-1991  period.  Internal  cash 
flow  will  be  used  to  finance  the  majority  of  these  require¬ 
ments.  The  company  has  a  shelf  registration  statement 
filed  with  the  Securities  and  Exchange  Commission 
which  would  enable  it  to  sell  up  to  $400  million  in 
additional  debt  securities. 


Dividends.  In  March  1988,  the  Board  of  Directors 
increased  the  annual  dividend  rate  to  $1.28  from  $1.14 
per  share,  a  12%  increase,  which  is  first  payable  in  June 
1988.  This  represents  our  13th  consecutive  annual 
dividend  increase  and  14th  increase  during  that  period. 
Dividends  paid  have  increased  at  a  compounded  rate  of 
13%  in  the  five-year  period  from  1982  to  1987,  con¬ 
sistent  with  our  policy  of  increasing  dividends  at  a  rate 
which  approximates  our  earnings  growth. 
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Suminarv  of  Simiilicani  Vccouniiiui  Policii 


Fiscal  Year.  I  lie  company  V  fiscal  year  ends  on  the 
Saturday  closest  to  January  31.  Fiscal  years  1987,  1986, 
and  1985  ended  on  January  30,  1988.  January  31, 

1987.  and  February  I.  1986.  respectively.  Kach  year 
included  52  weeks. 

Rasis  of  Reporting.  The  consolidated  financial  state¬ 
ments  include  the  accounts  of  the  company  and  all  wholly 
owned  subsidiaries  (the  "company”)-  During  1986,  the 
company  merged  with  Associated  Dry’  Goods  Corporation 
(ADG).  This  merger  was  accounted  for  as  a  pooling- 
of-interests.  Ac  cordingly,  the  consolidated  financial 
statements  for  periods  prior  to  the  merger  have  been 
restated  to  reflect  the  operations  of  ADG.  In  connection 
with  the  restatement,  a  number  of  adjustments  were 
made  to  conform  accounting  policies.  These  adjustments 
consisted  of  consolidating  the  credit  subsidiary,  classi¬ 
fying  finance  charge  revenue  as  sales,  reflecting  the 
deferred  method  of  accounting  for  investment  tax  credit, 
and  reflecting  various  expenses  consistently. 

Certain  reclassifications  were  made  to  the  prior  years* 
amounts  to  conform  to  current  year  presentation. 

Met  Retail  Sales  and  Revenues.  Net  retail  sales  (sales) 
represent  the  sales  of  stores  operating  at  the  end  of  the 
latest  period.  It  excludes  the  sales  of  the  Joseph  Home 
Co.  (Horne's).  Robinsons  of  Florida,  and  Sycamore  divi¬ 
sions  which  have  been  sold,  as  well  as  stores  which 
have  been  closed  and  not  replaced.  Sales  include  sales 
of  merchandise  and  services,  finance  charge  revenue 
from  customer  accounts  receivable  and  sales  of  leased 
and  licensed  departments.  Sales  are  net  of  returns  and 
exclude  sales  tax. 

Revenues  include  net  retail  sales  of  all  stores  operating 
during  the  period  and  rental  revenues. 

Depreciation  and  Amortization.  Property  and 
equipment  are  depreciated  on  a  straight-line  basis  over 
their  estimated  useful  lives.  Investments  in  properties 
under  capital  leases  and  leasehold  improvements  are 
amortized  over  the  shorter  of  their  useful  lives  or  related 
lease  terms. 

(’reopening  Expenses.  Costs  associated  with  the  open¬ 
ing  of  new  stores  are  expensed  during  the  year  incurred. 


Income  Taxes.  The  company  provides  income  taxes 
currently  for  all  items  included  in  the  consolidated 
statement  of  earnings  regardless  of  w  hen  such  taxes  are 
payable.  Deferred  and  prepaid  taxes  arise  from  the 
recognition  ol  revenue  and  expense  in  different  periods 
for  tax  and  financial  statement  purposes.  See  Taxes  on 
page  20  for  discussion  of  the  lax  Reform  Act  of  1986 
and  the  Statement  of  Financial  Accounting  Standards 
(SFAS)  No.  96,  "Accounting  for  Income  Taxes.” 

Earning*  Per  Share.  Earnings  per  share  are  computed 
by  div  iding  net  earnings,  less  redeemable  preferred 
dividends  earned,  by  the  average  common  shares 
outstanding  during  the  year.  Common  share  equivalents 
are  not  material.  The  shares  used  to  calculate  earnings 
per  share  were  151.9,  154.8  and  156.0  million  for  1987. 
1986  and  1985,  respectively. 

\1arkelahle  Securities.  Marketable  securities  are  stated 
at  cost,  which  approximates  market. 

Accounts  Receivable.  In  accordance  with  industry 
practice,  installments  maturing  in  more  than  one  year 
on  deferred  payment  accounts  receivable  have  been 
included  in  current  assets. 

Merchandise  Inventories.  Merchandise  inventories 
are  valued  at  the  lower  of  cost  or  market  as  determined 
primarily  by  the  retail  method,  and  are  stated  on  the 
FIFO  (last-in.  first-out)  cost  basis  for  department  stores 
and  discount  stores  1 89%  and  87%  of  the  company  's 
consolidated  inventories  in  1987  and  1986.  respectively), 
and  on  the  FIFO  (first-in,  first-out)  cost  basis  for  all 
other  inventories. 

Excess  of  Cost  Over  Net  Assets  Acquired.  The  excess 
of  cost  over  net  assets  acquired  i*  included  in  ( )ther 
Assets.  Substantially  all  amounts  are  amortized  using  the 
straight-line  method  over  a  10-year  period. 

Unrealized  Appreciation  —  Real  Estate  Partnership. 

Unrealized  Appreciation  —  Real  Estate  Partnership  (at 
date  of  formation)  relates  to  the  real  estate  and  debt 
transferred  to  a  partnership  in  1980.  and  represents  the 
real  estate  apprec  iation  and  favorable  interest  rales  on 
the  mortgage  debt  associated  with  the  50%  interest 
retained  and  the  portion  of  the  partnership  debt  w  ith 
recourse  to  the  company.  This  appreciation  is  being  amor¬ 
tized  into  earnings  by  the  company  over  the  lives  of  the 
related  assets,  the  maturities  of  the  related  debt,  or 
upon  disposition  of  the  partnership  assets.  The  amount  of 
this  amortization  was  S3  million  in  each  year  of  1987, 
1986  and  1985. 
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The  May 

Department 

Stores 

Company 

and 

Subsidiaries 


Consolidated  Statement  of  Earnings 


(millions,  except  per  share) 

1987 

1986 

1985 

Net  Retail  Sales 

$10,314 

$  9.500 

$8,635 

Revenues 

Cost  of  merchandise  sold,  including  occupancy  and 

$10,581 

$10,376 

$9,542 

buying  costs 

7,706 

7,533 

6,916 

Selling,  general  and  administrative  and  other  expenses 

2,019 

2,048 

1,856 

Interest  expense,  net 

113 

127 

123 

9,838 

9,708 

8,895 

Earnings  before  income  taxes 

743 

668 

647 

Provision  for  income  taxes 

299 

287 

300 

Net  Earnings 

$  444 

$  381 

$  347 

Net  Earnings  Per  Share 

$  2.90 

$  2.44 

$  2.20 

See  the  Summary  of  Significant  Accounting  Policies 
and  Notes  to  Consolidated  Financial  Statements. 
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( -onsolidated  Balance  Shoot 


Tho  May 
Department 

St<  >res 

(millions) 

January'  30,  1088 

January'  31,  1987 

Company 

Assets 

and 

Current  Assets: 

Subsidiaries 

Cash  (including  marketable  securities  of  Sill 

and  $347,  respectively) 

$  172 

$  469 

Accounts  receivable,  net 

Merchandise  inventories  (net  of  accumulated 

1,670 

1.591 

LIFO  provision  of  $203  and  $182,  respectively) 

1,481 

1 ,432 

Other  current  assets 

.38 

124 

Total  Current  Assets 

3,381 

3,616 

Property  and  Equipment: 

Land 

189 

199 

Buildings  and  building  equipment 

2,004 

1,875 

Furniture,  fixtures  and  equipment 

1 ,455 

l  ,365 

Property  under  capital  leases 

222 

238 

3.870 

3,677 

Accumulated  depreciation 

(1.238) 

(1,175) 

2,632 

2,502 

Other  Assets 

168 

182 

Total  Assets 

Mr,  181 

$6,300 

Liabilities  and  Shareowners*’  Eipiity 

Current  Liabilities: 

Current  maturities  of  long-term  debt 

$  42 

$  145 

Accounts  payable 

906 

838 

Accrued  expenses 

534 

544 

Income  taxes  payable 

78 

168 

Total  Current  Liabilities 

1 ,560 

1 ,695 

Long-term  Debt  and  Capitalized  Lease  Obligations 

1,192 

1,136 

Deferred  Income  Taxes 

404 

471 

Deferred  Investment  Tax  Credit 

51 

62 

Deferred  Compensation  and  Other  Liabilities 

184 

167 

Unrealized  Appreciation  — Real  Estate  Partnership 

64 

71 

Redeemable  Preferred  Stock 

3 

103 

Shareow  ners*  Equity: 

Common  stock 

149 

153 

Additional  paid-in  capital 

41 

179 

Retained  earnings 

2.533 

2.263 

2.723 

2.595 

Total  Liabilities  and  Shareowners*  Equity 

$6,181 

$6,300 

See  the  Summary  of  Significant  Accounting  Policies 

Common  stock  has  a  par  value  of  SI. 00  per  share 

and  350  million  share* 

ami  Notes  to  Consolidated  Financial  Statements. 

are  authorized.  At  January  30.  1988.  156.8  millio 
and  149.1  million  shares  were  outstanding. 

n  shares  were  issued 

If) 


The  May 

Department 

Stores 

Company 

and 

Subsidiaries 


Consolidated  Statement  of  Changes 

C7 


in  (  ash  and  Marketable  Securities 


(millions) 

1987 

1986 

1985 

Operating  Activities: 

Net  earnings 

Expenses  not  requiring  the  outlay  of  cash: 

$  444 

$381 

$347 

Depreciation  and  amortization 

Deferred  income  taxes  (noncurrent),  employee 

270 

263 

228 

benefits  and  ITC 

45 

57 

54 

Earnings  of  affiliated  real  estate  partnerships 

(5) 

(5) 

(3) 

754 

696 

626 

Working  capital  and  other* 

(206) 

176 

(88) 

548 

872 

538 

Investing  Activities: 

Capital  investments: 

Property  and  equipment  additions 

(501) 

(503) 

(469) 

Disposition  of  property  and  equipment 

39 

68 

21 

Distributions  from  affiliated  real  estate  partnerships 

7 

7 

7 

Other** 

89 

28 

(110) 

(366) 

(400) 

(551) 

Financing  Activities: 

Issuance  of  long-term  debt  and  capitalized  lease  obligations 

100 

387 

202 

Repayments  of  long-term  debt  and  capitalized  lease  obligations 

(163) 

(184) 

(64) 

Issuance  (  Redemption)  of  preferred  stock 

(100) 

- 

100 

Decrease  in  notes  payable 

- 

(227) 

(3) 

Repurchase  of  common  stock 

(194) 

(126) 

(55) 

Common  stock  issued 

52 

57 

34 

Dividend  payments 

(174) 

(138) 

(138) 

(479) 

(231) 

76 

Increase  (Decrease)  in  Cash  and  Marketable  Securities 

(297) 

241 

63 

Cash  and  Marketable  Securities,  Beginning  of  Year 

469 

228 

165 

Cash  and  Marketable  Securities,  End  of  Year 

$  172 

$469 

$228 

*Comprised  of: 

Accounts  receivable,  net 

$  (79) 

$  54 

$(80) 

Merchandise  inventories 

(49) 

23 

(126) 

Other  current  assets 

66 

(279) 

(6) 

Accounts  payable 

68 

48 

53 

Accrued  expenses 

(10) 

125 

33 

Income  taxes  payable 

(90) 

12 

13 

Working  capital,  excluding  cash,  marketable 

securities  and  short-term  debt 

(94) 

(17) 

(113) 

Deferred  income  taxes  and  ITC 

(81) 

215 

12 

Other  assets  and  liabilities,  net 

(31) 

(22) 

13 

$(206) 

$176 

$  (88) 

Cash  paid  during  the  year 

Interest 

$  146 

$160 

$146 

Income  taxes 

391 

326 

286 

See  the  Summary  of  Significant  Accounting  Policies  **Other  investing  transactions  consist  primarily  of  the  net  property  dispositions  of 

and  Notes  to  Consolidated  Financial  Statements.  Robinson's  of  Florida,  seven  L.S.  Ayres  department  stores  in  Kentucky,  and  a 

relocated  department  store  in  Pittsburgh,  Pa.,  during  1987;  the  sale  of  a  portion 
of  Parklabrea  and  disposition  of  Home's  in  1986;  and  the  disposition  of  Powers 
Dry  Goods  and  the  acquisition  of  Parklabrea.  net.  in  1985. 
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( .oiisolidntcd  StattMiicnl  nt  Slmrcow  ncrs  K(jiiii\ 


The  May 

Department 

Stores 

Company 

and 

Subsidiaries 


Total 

Convertible  Outstanding 

Additional 

Share- 

Preferred  Conn 

moil  Stock 

Paid-in 

Retained  < 

[>vv  tiers* 

($  in  millions,  shares  in  thousands) 

Stock  Shares 

Dollars 

Capital 

Earnings 

Equity 

Balance  at  February  2,  1985 

SI  38  .56,221 

8  94 

SI  38 

81,863 

82,233 

Net  earnings 

- 

- 

- 

347 

347 

Dividends  paid: 

Common  stock  (SI. 84  per  share) 

- 

- 

- 

(124) 

(124) 

Preferred  stock 

- 

- 

- 

(14) 

(14) 

Two-for-otie  stock  split.  August  1985 

13.346 

22 

(22) 

_ 

Common  stock  issued 

923 

2 

32 

- 

34 

Repurchase  of  common  stock 

(1.036) 

(1) 

(31) 

(23) 

(55) 

Conversions  and  retirements  of  preferred  stock 

(63)  3,374 

5 

.58 

- 

- 

Balance  at  February  1,  1986 

75  72.828 

122 

175 

2.049 

2.421 

Net  earnings 

- 

- 

- 

381 

381 

Dividends  paid: 

Common  stock  (SLOP/?  per  share) 

- 

- 

- 

(131) 

(131) 

Preferred  stock 

- 

- 

- 

(7) 

(7) 

Two-for-one  stock  split.  July  1986 

74,966 

25 

- 

(25) 

- 

Common  stock  issued 

1,454 

2 

55 

- 

57 

Repurchase  of  common  stock 

(2,500) 

(3) 

(103) 

(4) 

(110) 

Conversions  and  retirements  of  preferred  stock 

(75)  6,112 

7 

68 

- 

- 

Retirement  of  common  stock 

(284) 

- 

(16) 

- 

(16) 

Balance  at  January  31.  1987 

152,576 

153 

179 

2,263 

2,595 

Net  earnings 

- 

- 

- 

444 

444 

Dividends  paid: 

Common  stock  ($1.11  Vi  per  share) 

- 

- 

- 

(170) 

(170) 

Preferred  stock 

- 

- 

- 

(4) 

(4) 

Common  stock  issued 

1 ,959 

2 

.50 

- 

52 

Repurchase  of  common  stock 

(5.384) 

(6) 

(188) 

- 

(194) 

Balance  at  January  30,  1988 

S  -  149,151 

SI  49 

S  41 

$2,533 

82.723 

Outstanding  common  shares  exclude  shares  held  in  treasury. 

Treasury  share  activity  for  the  last  three  fiscal  years  is  summarized  below: 

1987 

1986 

1985 

Balance,  beginning  of  year 

4,240 

1,738 

1.575 

Stock  splits 

- 

1 ,456 

50 

Common  stock  issued: 

Contribution  to  Profit  Sharing  and  Savings  Plan 

(212) 

(113) 

(159) 

Exercise  of  stock  options 

(949) 

(1.047) 

1662) 

Contribution  to  MAYSOP 

(55) 

(69) 

(43) 

Restricted  stock  plan 

(159) 

(160) 

(7) 

Deferred  compensation  plan 

(584) 

(65) 

(52) 

(1,959) 

(1,454) 

(923) 

Repurchase  of  common  stock 

5,384 

2, 5(H) 

1 .036 

Balance,  end  of  year 

7,665 

4,240 

1.738 

See  the  Summary  of  Significant  Accounting  Policies 

Share  information  alwne  reflects  stock  splits  prospectively  from  their 

and  Notes  to  Consolidated  Financial  Statements. 

effective  date. 

Additionally. 

all  stock  splits  occurred  prior  to  tin 

*  merger 

and.  therefore 

.  share  impac 

t  relates  to  numbers  of  shares  of  th 

ie 

premerged  entities. 
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Notes  to  ( consolidated  Financial  Statements 


Net  Retail  Sales.  Sales  were  S10.3  billion  in  1987,  an 
increase  of  8.6%  over  sales  of  $9.5  billion  for  1986. 
Sales  increases  by  business  segment  for  1987  and  1986 
were  as  follows: 


1987  vs 

.  1986 

1986  vs.  1985 

Store- 

Store- 

for- 

for- 

Total 

Store 

Total 

Store 

Department  stores 

7.5  % 

4.5% 

7.4% 

4.6' 

Caldor 

11.4 

7.7 

5. 1 

.8 

Venture 

7.6 

.9 

13.9 

8.9 

Discount  stores 

9.7 

4.6 

8.9 

4.3 

Volume  Shoe 

14.0 

.6 

34.1 

14.3 

Loehmann's 

3.3 

.4 

9.6 

3.1 

Specialty  stores 

11.2 

.5 

26.8 

10.9 

Total 

8.6% 

4.0% 

10.0% 

5.2- 

Store-for-store  sales  represent  sales  of  those  stores  open 
during  both  years.  Total  sales  reflect  the  opening  of 
13  department  stores,  three  Caldor  stores,  six  Venture 
stores,  226  net  new  Volume  Shoe  stores  and  three 
Loehmann's  stores.  Additional  information  by  business 
segment  is  presented  in  the  Six  Year  Summary  by  Business 
Segment  on  pages  27  through  29. 

Sales  include  finance  charge  revenue  and  leased  and 
licensed  department  sales  as  follows: 


(millions) 

1987 

1986 

1985 

Finance  charge  revenue 

Leased  and  licensed  department  sales 

$208 

328 

$209 

348 

$206 

348 

During  1987,  a  major  leased  department 
to  owned. 

wras  converted 

Cost  and  Expenses.  Cost  of  merchandise  sold,  includ¬ 
ing  occupancy  and  buying  costs,  increased  to  72.8%  of 
revenues  in  1987  primarily  due  to  the  increase  in  the  LIFO 
charge.  The  rate  was  72.6%  in  1986  and  72.5%  in  1985. 

During  1987  and  1986,  the  company  completed  several 
significant  transactions  which  were  of  an  unusual  nature. 
The  net  impact  of  these  transactions  was  a  2c  per  share 
improvement  to  net  earnings  in  each  year.  The  pretax 
impact  of  unusual  items  is  included  in  selling,  general 
and  administrative  and  other  expenses.  See  Unusual 
Items  on  page  25  for  a  summary'  of  these  items. 

Selling,  general  and  administrative  and  other  expenses, 
adjusted  for  the  unusual  items  in  1987  and  1986,  as  a 
percent  of  total  revenues  were  19.1%  in  1987  and  19.4% 
in  1986  and  1985.  The  improvement  in  expense  rate  is 
a  result  of  continued  productivity  increases  and  cor¬ 
porate  office  expense  reductions.  Advertising  and  sales 
promotion  costs  were  S345,  $360  and  $337  million  in 
1987,  1986  and  1985,  respectively. 


Interest  Expense.  Net  interest  expense  decreased  by 
$14  million  in  1987  primarily  as  a  result  of  the  early 
retirement  of  high-interest  debt,  the  use  of  proceeds 
from  the  sale  of  Home’s  and  the  sale  of  notes  received 
from  the  sale  of  Parklabrea,  and  the  termination  of  interest 
rate  swap  agreements,  all  of  which  occurred  during  the 

1986  fourth  quarter,  and  from  the  use  of  proceeds  from 
the  sale  of  the  Robinson’s  of  Florida  division  in  the 

1987  third  quarter.  See  Unusual  Items  on  page  25. 
Capitalized  interest  decreased  in  1987  and  1986  due 
to  a  decline  in  interest  rates.  Net  interest  expense  was 
1.1%  of  total  revenues  in  1987  versus  1.2%  in  1986  and 
1.3%  in  1985. 


(millions) 

1987 

1986 

£ 

00 

Interest  expense 

$146 

$166 

$152 

Interest  income 

(22) 

(26) 

(14) 

Capitalized  interest 

(ID 

(13) 

(15) 

Net  interest  expense 

$113 

$127 

$123 

Retirement  and  Profit  Sharing.  The  company  main¬ 
tains  seven  defined  benefit  pension  plans  which  cover 
substantially  all  employees  who  work  1 , (K )()  hours  or 
more  per  year  and  have  attained  age  21,  except  specialty 
store  employees  and  certain  employees  of  Caldor.  The 
plans  are  noncontributory  and  provide  benefits  based 
upon  years  of  service  and  compensation  during  employ¬ 
ment.  Pension  expense  is  determined  by  an  outside 
actuarial  firm,  using  assumptions  to  estimate  the  total 
benefits  ultimately  pay  able  to  employees  and  then  allo¬ 
cating  this  cost  to  sendee  periods.  The  actuarial  assump¬ 
tions  used  to  calculate  pension  costs  are  each  reviewed 


Net  Retail  Sales  (billions) 


77  78  79  80  81  82  83  84  83  86  87 
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annually.  SFAS  No.  87  (adopted  in  1986)  requires  record¬ 
ing  of  a  minimum  liability  beginning  with  fiscal  1989  if 
the  accumulated  benefit  obligation  amount  exceeds  plan 
assets.  The  tables  that  follow  summarize  the  funded 
status  of  the  plans,  components  of  pension  expense, 
actuarial  assumptions  and  definition  of  key  terms. 


Assets  Exceed 
Accumulated 
Benefits 

Accumulated 
Benefits 
Exceed  Assets 

(millions) 

1987 

1986 

1987 

1986 

Actuarial  Present  Value  of 

Benefit  Obligations: 

Vested  benefit  obligation 

$247 

3  99 

3  29 

3191 

Accumulated  benefit 

obligation  ( ABO) 

$261 

3106 

$  34 

3201 

Projected  benefit 

obligation  (PBO) 

$300 

3138 

344 

$229 

Plan  assets  at  fair  value 
(primarily  equity  and  fixed- 
income  securities) 

309 

146 

24 

194 

Plan  assets  in  excess  of 

(less  than)  PBO 

9 

8 

(20) 

(3.5) 

Unrecognized  (asset)  obligation 

(1) 

(16) 

8 

29 

In  recognized  (gain)  loss 

(7) 

1 

(1) 

3 

Unrecognized  prior  serv  ice  cost 

— 

— 

3 

— 

Prepaid  ( Accrued)  pension  costs 

$  1 

$  (7) 

$00) 

$  (3) 

Plan  assets  in  excess  of 

(less  than)  ABO 

$  48 

S  40 

$00) 

$  (7) 

(millions) 

1987 

1986 

1985 

Components  of  Pension  Expense: 

Service  cost 

Interest 

Actual  return  on  assets 

Net  amortization  and  deferral 

$  16 

26 

06) 

(10) 

$  17 

27 

(34) 

9 

Total 

3  16 

3  19 

$  24 

IN  el  Earnings 

(millions) 

77  78  798081  82  83  84  8.5  86  87 


January  I 


1988 

1987 

1986 

Actuarial  Assumptions: 

Discount  rates 

8.3% 

8.0% 

8.5% 

Expected  returns  on  plan  assets 

8.5 

8.3 

8.5 

Salary  increases 

6.0 

6.0 

6.0 

Amortization  periods  (years) 

13 

14 

15 

Definition  of  Key  Terms: 

ABO  is  the  actuarial  present  value  of  benefits  (both  vested  and  uon- 
vested)  attributed  by  the  pension  benefit  formula  to  prior  employee  service 
based  on  current  and  past  compensation  levels. 

PBO  is  the  actuarial  present  value  of  benefits  attributed  by  the  pension 
benefit  formula  to  prior  employee  serv  ice  taking  into  consideration  future 
salary  increases. 

Prepaid  pension  costs  represent  amounts  paid  to  a  plan  in  excess  of 
amounts  charged  to  earnings.  Accrued  pension  costs  is  the  balance  sheet 
accrued  expense  not  yet  paid  to  a  plan. 

Net  amortization  and  deferral  represent  the  net  effect  during  the  |>eriod 
of  delayed  recognition  provisions  of  SFAS  No.  87. 

The  company  maintains  five  profit  sharing  and  savings 
plans.  Certain  of  the  plans  permit  employees  to  elec  t  that 
their  contributions  be  made  prior  to  federal  and  certain 
other  income  taxes  pursuant  to  section  401(k)  of  the 
Internal  Revenue  Code.  The  company  contribution  is 
linked  to  earnings  as  defined  or  to  a  fixed  match  rate 
of  employee  contributions,  depending  on  the  particular 
plan.  The  company’s  expense  related  to  profit  sharing 
and  savings  plans  was  $26  million  in  1987and  1986,  and 
was  $23  million  in  1985.  The  company’s  total  expense 
under  its  various  retirement  and  profit  sharing  benefit 
plans  was  $42,  $45  and  $47  million  in  1987,  1986  and 
1985,  respectively. 

During  each  of  1986  and  1985,  the  company  contributed 
$3  million  to  its  employee  stock  ownership  plan  (MAYSOP), 
for  which  the  company  received  a  federal  income  tax 
credit.  This  contribution  was  eliminated  in  1987  as  a 
result  of  the  elimination  of  the  tax  credit. 

Another  important  element  in  the  retirement  programs 
for  employees  is  the  federal  social  security  system  into 
which  the  company  paid  $117  million  in  1987  as  its 
matching  portion  of  the  $117  million  contributed  by 
employees. 


Taxes.  The  statutory  income  tax  rate  was  reduced  from 
46%  in  1986  to  34 %  effective  July  I,  1987.  as  a  result  of 
the  Tax  Reform  Act  of  1986  (the  Act).  This  change  re¬ 
sults  in  a  statutory'  rate  of  39%  in  fiscal  1987and  34% 
thereafter.  This  is  a  major  factor  in  the  decrease  in  the 
effective  income  tax  rate  from  1986.  In  addition,  the  Act 
affected  the  company’s  effective  income  tax  rate,  provi¬ 
sion  for  income  taxes  and  cash  taxes  payable  as  follows: 

Capital  Gains  Benefit.  The  Act  changed  the  tax  rate 
associated  with  long-term  capital  gains  from  28%  to  34%. 
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Investment  Tax  Credit  ( ITC ).  The  Art  eliminated  ITC 
for  projects  placed  in  service  after  1985.  The  company 
uses  the  "deferred’*  method  of  accounting  for  ITC, 
whereby  ITC  is  deferred  and  amortized  over  the  depre¬ 
ciable  life  of  the  property.  At  January’  30,  1988,  deferred 
ITC  amounted  to  $51  million,  which  will  be  amortized 
to  earnings  in  future  periods. 

Deferred  Gross  Profit.  The  Act  eliminated  the  deferral  of 
gross  profit  on  installment  method  sales  for  income  tax 
purposes.  These  deferrals  were  “frozen*  at  January  31, 
1987.  levels  and  the  taxes  are  being  paid  over  a  four-year 
period  at  the  statutory  rate  then  in  effect.  The  company’s 
deferred  taxes  relating  to  deferred  gross  profit  on  install¬ 
ment  method  sales  were  $212  and  $249  million  at  January 
30,  1988,  and  January  31.  1987.  respectively.  The  decline 
of  these  deferred  taxes  resulted  from  a  $32  million  cash 
payment  and  a  $5  million  reduction  of  the  1987  tax 
provision  as  a  result  of  the  tax  rate  reduction.  The  company 
classified  $150  and  $212  million  at  January  30,  1988. 
and  January’  31,  1987,  respectively,  as  noncurrent. 

Invenlor y  Capitalization.  The  Act  requires  that  beginning 
January  31,  1987.  the  company  capitalize  for  tax  purposes 
certain  buying,  distribution  and  administrative  costs 
which  the  company  expenses  for  financial  statement 
purposes.  Taxes  due  as  a  result  of  the  initial  change  will 
be  paid  over  a  four-year  period. 

The  effective  income  tax  rate  for  1986  decreased  signifi¬ 
cantly  from  1985  primarily  as  a  result  of  the  capital  gains 
benefit  associated  w  ith  certain  of  the  unusual  items  sum¬ 
marized  on  page  25.  The  differences  between  the  statu¬ 
tory’  federal  income  tax  rates  and  the  effective  income 
tax  rates  for  the  last  three  fiscal  years  were  as  follows: 


1987 

1986 

1985 

Statutory  federal  income  tax  rate 

State  and  local  income  taxes. 

39.0% 

46.0% 

46.0% 

net  of  federal  tax  benefit 

4.1 

3.6 

3.7 

Amortization  of  investment  tax  credit 

0.7) 

(2.0) 

(2.2) 

Capital  gains  benefit 

(.4) 

(6.2) 

(.4) 

Other 

(.8) 

1.5 

(.7) 

Effective  income  tax  rate 

40.2% 

42.9% 

46.4% 

The  provision  for  income  taxes  and  related  percent  of  pretax 
earnings  for  the  last  three  fiscal  years  were  as  follows: 


1987 

1986 

1985 

(millions) 

$ 

% 

$ 

% 

$ 

% 

Federal 

S253 

$290 

$230 

State  and  local 

43 

52 

40 

Taxes  currently  payable 

296 

39.8% 

342 

51.1% 

270 

41.79 

Federal 

10 

(38) 

20 

State  and  local 

6 

(7) 

3 

Deferred  taxes 

16 

2.1 

(45) 

(6.7) 

23 

3.6 

Investment  tax  credit 

(13) 

(1.7) 

(10) 

(1.5) 

7 

1.1 

Total 

$299 

40.2% 

$287 

42.9% 

$300 

46.49 

The  provision  for  deferred  income  taxes  consisted  of: 


(millions) 

1987 

1986 

1985 

Excess  of  tax  over  book  depreciation 

$23 

$38 

$37 

Unusual  items  (see  page  25) 

32 

(52) 

— 

Deferred  gross  profit  on 
installment  method  sales 

(32) 

(17) 

8 

Deferred  compensation 

(9) 

(13) 

(9) 

Other 

2 

(D 

(13) 

Total 

$16 

$(45) 

$23 

The  company  classifies  prepaid  income  taxes  as  other 
current  assets.  These  amounts  were  $21  and  $91  million 
in  1987  and  1986,  respectively,  and  consisted  primarily 
of  deferred  tax  benefits  related  to  the  unusual  items 
summarized  on  page  25,  insurance  and  state  income 
taxes,  and  are  net  of  the  current  portion  of  deferred 
taxes  relating  to  deferred  gross  profit  on  installment 
method  sales. 

SFAS  No.  96,  “Accounting  for  Income  Taxes,”  issued  in 
December  1987,  requires  the  adjustment  of  previously 
deferred  taxes  for  changes  in  tax  rates  (the  liability 
method).  The  adjustment  may  be  reported  in  income  in 
the  year  of  adoption  or  prior  period  financial  statements 
may  be  restated  to  reflect  the  adjustment.  Future  changes 
in  the  statutory’  tax  rate  will  increase/decrease  earnings 
and  shareowners’  equity  and  decrease/increase  deferred 
taxes  to  the  extent  they  are  less  than/greater  than  the 
statutory  rates  they  replace.  The  company  currently 
intends  to  adopt  SFAS  No.  96  in  fiscal  1989.  If  the 
company  had  adopted  SFAS  No.  96  in  1987.  without 
retroactive  restatement,  deferred  and  prepaid  taxes  would 
have  decreased  and  net  earnings  and  shareowners*  equity 
would  have  increased  by  approximately  $90  million. 


Earnings  P«*r  Share 

33.00 

2.50 


2.00 


1.50 
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Taxes  other  than  income  taxes  consisted  of: 


(millions) 

1687 

1686 

1985 

Payroll 

Real  estate  and  personal  property 

Other 

$144 

66 

5 

$147 

66 

8 

$140 

65 

9 

Total 

$218 

$224 

$214 

Accounts  Receivable.  During  1987,  department  store 
credit  sales  (under  department  store  credit  programs) 
were  $4.0  billion,  or  63.2%  of  1987  department  store  sales 
compared  with  62.5%  in  1986  and  63.5%  in  1985.  An 
estimated  27  million  customers  hold  credit  cards  under 
the  company's  various  credit  programs.  In  addition, 

$1.3  billion  in  sales,  including  sales  by  discount  and 
specialty  stores,  were  made  through  third  party  credit 
cards  in  1987,  $108  million  of  which  were  Venture  sales 
through  one  of  the  department  store  credit  cards. 


(millions) 

January  30,  1688 

January  31.  1687 

Customer  receivables 

$  1 .592 

$1,517 

Other  receivables 

125 

120 

Gross  receivables 

1.717 

1,637 

Allowance  for  doubtful  accounts 

(47) 

(46| 

Net  receivables 

$1,670 

$1,591 

Bad  debt  expense,  including  actual  net  losses  and 
ad  justments  to  the  reserves,  was  $37,  $46  and  $50  million 
in  1987,  1986  and  1985,  respectively. 


Return  on  Beginning  Eipiity 


18% 


16 


14 


12 


10 


8 


6 


4 


2 


Other  Assets. 


(millions) 

January  30,  1688 

January  31.  I‘>87 

Current 

Prepaid  income  taxes 

$  21 

$  61 

Other  current  assets 

37 

33 

Total 

$  58 

$124 

Noncurrent 

Excess  of  cost  over  net  assets  of 

purchased  businesses 

$  76 

$  81 

Notes  receivable 

46 

59 

Other 

40 

42 

Total 

$168 

$182 

Accrued  Expenses. 


(millions)  January  30,  1688  January  31,  1687 

Salaries,  wages  and  employee  benefits 

$135 

$133 

Insurance  costs 

103 

78 

Reserves  for  unusual  items 

(see  page  25) 

65 

118 

Sales  and  use  taxes 

52 

41 

Taxes,  other  than  income  taxes 

40 

38 

Construction  costs 

26 

18 

Interest  expense 

25 

25 

Rent 

18 

16 

Advertising 

13 

14 

Other 

54 

60 

Total 

$534 

$544 

Short-term  Debt  and  Lines  of  Credit.  Short-term 
borrowings  for  the  last  three  years  are  summarized 
as  follows: 


(millions) _ 1687  1086  1085 

Average  balance  outstanding  $  8  #288  $809 

Average  interest  rate  6.8%  7.8%  8.4% 

Maximum  balance  outstanding  $102  $840  $468 

The  average  amount  of  short-term  borrowings  outstand¬ 
ing,  primarily  commercial  paper,  and  the  respective 
weighted  average  interest  rates  are  based  on  the  number 
of  days  such  short-term  borrowings  w  ere  outstanding 
during  the  fiscal  year.  In  the  fourth  quarter  of  1986,  the 
company  terminated  swap  arrangements,  which  had 
established  fixed  interest  rates  on  $125  million,  at  a  pre¬ 
tax  cost  of  $8  million  (3c  per  share). 

The  company  has  multi-year  credit  agreements  amount¬ 
ing  to  $750  million.  At  January  30,  1988,  there  were 
no  amounts  outstanding  under  these  agreements.  In 
addition,  bank  lines  of  credit  available  for  use  in  retail 
operations  totaled  $40  million  at  January  30,  1988. 
for  which  the  company  pays  commitment  fees.  These 
credit  facilities  are  available  to  support  commercial 
paper  borrow  ings. 
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The  company  also  has  $53  million  in  lines  of  credit  to 
support  its  real  estate  operations,  of  which  $34  million 
was  in  use  by  the  company’s  unconsolidated  affiliated 
real  estate  partnerships  at  January'  30,  1988.  The  company, 
through  its  real  estate  operations,  is  also  guarantor  of 
certain  debt  obligations  of  affiliated  partnerships  and 
companies.  The  amount  of  guarantees  at  January  30, 
1988,  was  $20  million. 


Long-term  Debt  and  Lease  Obligations.  Long-term 
debt  and  capitalized  lease  obligations  at  the  end  of  each 
year  were: 

(millions) 

January  30. 1988 

January  31,  1987 

3%  to  14 x/2%  unsecured  notes, 
serial  zero  coupon  notes  and 
sinking  fund  debentures  due 
1989-2017 

t- 

os 

00 

S  817 

V/2%  to  12'/2%  mortgage  notes  and 
bonds  due  1989-2013 

206 

221 

Total  long-term  debt 

1.103 

1,038 

Capitalized  lease  obligations 

89 

98 

Total 

SI, 192 

*1,136 

The  company  issued  $100  million  9Vs %  debentures  in 
June  1987,  $150  million  9V»%  debentures  in  December 
1986,  and  $125  million  9 V4%  debentures  and  $100  million 
8.85%  debentures  in  March  1986.  During  1986,  the 
company  retired  its  $100  million  11%%  sinking  fund 
debentures.  The  cost  of  this  early  retirement  reduced 
1986  fourth  quarter  pretax  earnings  by  $14  million  (5c1  per 
share).  Additionally,  the  company  retired  $42  million 
of  debt  early  in  connection  with  the  sale  of  notes  received 
in  the  Parklabrea  transaction,  and  retired  $28  million 
of  unsecured  notes  and  $8  million  of  mortgage  debt. 

The  annual  maturities  of  long-term  debt,  including 
sinking  fund  requirements,  are  $42,  $122,  $38,  $20  and 
$68  million  for  1988  through  1992,  respectively. 

The  net  book  value  of  property  and  equipment  encum¬ 
bered  under  long-term  debt  agreements  was  $184  million 
at  January  30,  1988.  Under  the  most  restrictive  covenants 
of  long-term  debt  agreements,  $809  million  of  retained 
earnings  at  January  30,  1988.  was  restricted  as  to  the 
payment  of  dividends.  The  company  was  in  compliance 
with  the  restrictive  covenants  of  its  long-term  debt  agree¬ 
ments  at  January  30,  1988. 

The  company  owns  over  68%  of  its  department  stores 
and  about  25%  of  its  discount  stores  and  leases  most  of 
its  specialty  stores.  Approximately  70%  of  real  property 
rent  expense  was  attributable  to  discount  and  specialty 
stores  in  1987. 


Rental  expense  for  the  company’s  operating  leases 
consisted  of: 


(millions) 

1987 

1986 

1985 

Real  property: 

Minimum  rentals 

SI  51 

SI  27 

SI  05 

Contingent  rentals  based 
on  defined  sales  volume 

21 

20 

18 

172 

147 

123 

Equipment  rentals 

30 

33 

34 

Total 

$202 

$180 

$157 

Future  minimum  lease  payments  at  January'  30,  1988, 
were  as  follows: 


(millions) 

Capital  Operating 
Leases  Leases 

Total 

1988 

$  17 

S  140 

$  157 

1989 

17 

134 

151 

1990 

16 

125 

141 

1991 

16 

119 

135 

1992 

15 

114 

129 

After  1992 

140 

1.003 

1,143 

Minimum  lease  payments 

221 

$1,635 

$1,856 

Less — executor}'  costs  included  in 

minimum  lease  payments 
—  imputed  interest  component 

(5) 

(122) 

Present  value  of  net  minimum  lease 
payments  of  w  hich  $5  million  is 

included  in  current  liabilities 

$  94 

$  878 

The  investment  in  property  under  capital  leases  is 

summarized  as  follows: 

(millions) 

January  30,  1988 

January  31,  1987 

Cost  (primarily  retail  facilities) 

$222 

$238 

Accumulated  amortization 

(74) 

(80) 

Total 

$148 

$158 

Net  Book  Value  Per  Common  Share 
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Deferred  Compensation  and  Other  Liabilities. 

(millions) _ January-  30.  1988  January  31.  1987 

Deferred  compensation  SI  74  SI  SI 

Other  liabilities  10  16 

Total  SI  84  SI  67 


quarterly,  a  12%  increase.  This  is  the  13th  consecutive 
annual  increase  and  is  the  14th  increase  in  13  years. 
The  company  has  paid  consecutive  quarterly  dividends 
since  December  1,  1911. 

The  quarterly  price  ranges  of  the  common  stock  and 
dividends  per  share  in  fiscal  1987  and  1986  were: 


The  company  has  two  deferred  compensation  plans 
under  which  eligible  executives  may  elect  to  defer  a 
portion  of  their  compensation  each  year  into  cash  and/or 
stock  unit  alternatives.  The  company  maintains  shares 
in  treasury  necessary  to  distribute  stock  units  credited 
under  the  plans,  and  makes  payments  in  shares  to  settle 
obligations  with  most  participants  who  defer  in  stock 
units.  Stock  unit  values  are  guaranteed  under  one  of  the 
plans.  In  the  1987  third  quarter,  t he  company's  stock 
price  declined  below  guaranteed  prices.  As  a  result, 
the  company  recorded  a  pretax  charge  of  $8  million  (3c 
per  share). 


Redeemable  Preferred  Stock.  During  the  1987  fourth 
quarter,  the  company  redeemed  at  their  $20  per  share 
stated  value  the  five  million  shares  of  Series  X  Cumulative 
Preference  Shares  (of  the  25  million  authorized 
preference  shares). 

There  were  also  41,751  shares  of  other  redeemable 
preferred  stock  outstanding  at  January  30,  1988,  and 
41,759  at  January  31,  1987. 


Common  Slock  Dividends  and  Market  Prices.  The 

company  raised  its  annual  dividend  rate,  effective  with 
the  payment  on  June  15,  1988.  to  $1.28  per  share  or  32c 


Dividends  Paid  Per  Common  Share 

(Year- End  Hate) 
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1987 

1986 

(Quarter 

Market  Prices 

High  lx>w 

Dividends 
Per  Share 

Market  Prices 

High  Low 

Dividends 
Per  Share 

First 

$49% 

$41% 

$  .26 

$40 

$3 1  % 

*  .23% 

Second 

50:/h 

39% 

.28% 

44% 

34% 

.26 

Third 

*9  ; 

22% 

.28'/2 

39% 

32% 

.26 

Fourth 

36»/2 

23% 

.28% 

42% 

34% 

.26 

Year 

$50% 

$22% 

$1.11% 

$44% 

$31% 

$1.01% 

The  approximate  number  of  common  shareowners  as  of 
March  1,  1988,  was  48,744. 


Stock  Option  and  Stock  Related  Plans.  Under  the 
company's  stock  option  plans,  options  are  granted  at  the 
market  price  on  the  date  of  grant.  Options  to  purchase 
may  extend  for  a  period  of  five  or  ten  years,  may  be 
exercised  in  installments  only  after  stated  intervals  of 
time,  and  are  conditioned  upon  continued  active 
employment  with  the  company  except  for  periods  follow¬ 
ing  retirement,  disability  or  death.  Since  the  option 
price  is  fixed  at  the  market  price  on  the  date  of  grant,  no 
expense  is  charged  against  earnings  by  the  company. 
The  changes  in  shares  subject  to  outstanding  options 
were  as  shown  in  the  chart  that  follows. 


1987 

198(3 

(shares  in  thousands) 

Shares 

Grant 

Prices 

Shares 

Grant 

Prices 

Outstanding  at  beginning 

of  year 

5,505 

$  7-38 

7,199 

$  7-29 

Granted 

1,155 

30-48 

1,562 

33-38 

Exerciser! 

(974) 

7-38 

(1,696) 

7-29 

Cancelled  or  expired 

(927) 

7-48 

(1,560) 

7-38 

Outstanding  at  end  of  year 

4,759 

$  7-48 

5,505 

$  7-38 

Exercisable  at  end  of  year 

1,636 

$  7-38 

2,160 

$  7-29 

Shares  available  for 
additional  grants 

4,877 

686 

The  company  also  has  a  plan  under  which  stock  appre¬ 
ciation  rights  can  be  granted  in  connection  with  common 
stoc  k  options.  As  of  January  30,  1988.  445,925  options 
were  subject  to  stock  appreciation  rights. 

Under  the  1979  Restricted  Stock  Plan,  the  company  is 
authorized  to  grant  a  maximum  of  1.2  million  shares  to 
management  employees.  No  monetary  consideration  is 
paid  by  employees  receiving  restricted  stock.  During 
1987  and  1986,  159,250  and  285.950  shares  of  restricted 
stock  were  granted,  respectively. 
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Shareowner  Rights  Plan.  The  company  has  a  Shareowner 
Rights  Plan,  under  which  a  right  is  attached  to  each 
share  of  the  company’s  common  stock.  The  rights  may 
only  become  exercisable  under  certain  circumstances 
involving  actual  or  potential  acquisitions  of  the 
company’s  common  stock  by  a  person  or  affiliated  per¬ 
sons.  Depending  upon  the  circumstances,  if  the  rights 
become  exercisable,  the  holder  may  be  entitled  to  pur¬ 
chase  units  of  the  company’s  preference  stock,  shares 
of  the  company’s  common  stock,  or  shares  of  common 
stock  of  the  acquiring  person.  The  rights  will  remain 
in  existence  until  March  3,  1996.  unless  they  are  earlier 
terminated,  exercised  or  redeemed. 


Unusual  Items.  During  1987  and  1986,  a  number  of 
significant  transactions  occurred  which  were  unusual 
in  nature.  The  net  impact  of  all  such  transactions  was 
not  material  to  the  results  of  operations  in  any  period. 
Amounts  related  to  these  transactions,  which  are  includ¬ 
ed  in  selling,  general  and  administrative  and  other  ex¬ 
penses  in  the  consolidated  statement  of  earnings,  are 
summarized  in  the  chart  that  follows. 


Earnings  Increase  (Decrease) 

Pretax  After  Tax 

Per  Share 
Amounts 

(millions,  expect  per  share) 

1987 

1986 

1987 

1986 

1987 

1986 

Department  stores: 

Closings  and  relocations 
Costs  of  correcting 
inventory  excesses 
Conversion  costs 
Deferred  compensation 
guarantee 

$(13) 

(8) 

(5) 

$  (67) 

(20) 

$  (7) 

(5) 

(3) 

$(33) 

(10) 

$(.05) 

(.03) 

(.02) 

*(.22) 

(.06) 

(26) 

(87) 

(15) 

(43) 

(.10) 

(.28) 

Discount  stores: 

Closings  and  relocations 

(11) 

(6) 

(.04) 

Costs  of  correcting 
inventory  excesses 

_ 

(30) 

(15) 

_ 

(.10) 

(ID 

(30) 

(6) 

(15) 

(.04) 

(.10) 

Specialty  stores; 

Closings  and  relocations 

(2) 

_ 

(1) 

_ 

(.01) 

_ 

Real  estate: 

Parklabrea 

104 

74 

.48 

Corporate: 

Sale  of  department 
store  locations 

43 

117 

27 

76 

.18 

.50 

Merger-related  costs 

— 

(124) 

— 

(77) 

— 

(.50) 

Debt  repurchase 
transactions 

(22) 

(11) 

(.08) 

Deferred  compensation 
guarantee 

(3) 

(2) 

_ 

(.01) 

_ 

40 

(29) 

25 

(12) 

.17 

(.08) 

Net  impact  of  unusual  items 

$  1 

S  (42) 

$  3 

$  4 

$.02 

$.02 

See  the  following  notes  for  a  further  discussion  of  the  items  above: 
Closings  and  Relocations  — page  26;  Inventory  Adjustments— page  26; 
Conversion  Costs  —  page  26;  Deferred  Compensation  —  page  24;  Parklabrea 
—  page  26;  Sale  of  Department  Store  Locations  —  page  25;  Merger- 
Related  Costs  — page  26;  Short-term  Debt  and  Lines  of  Credit  — page  22; 
Long-term  Debt  and  Lease  Obligations  —  page  23. 


Unusual  items  were  not  significant  either  individually  or 
in  total  in  1985. 


Sale  of  Department  Store  Locations.  During  the 
1987  third  quarter,  the  company  completed  the  sale  of 
Robinson’s  of  Florida  to  another  retailer  and  the  sale  of 
a  relocated  department  store  in  Pittsburgh,  Pa.  These 
transactions,  net  of  transaction  costs,  resulted  in  a  pretax 
gain  of  S43  million  (18y  per  share).  In  the  first  quarter  of 
1987,  the  company  sold  the  Sycamore  division  to  a  group 
which  included  members  of  Sycamore’s  management. 
The  net  impact  of  this  transaction  was  not  significant. 

In  connection  with  the  merger  with  ADG,  the  company 
agreed  to  divest  the  Home’s  division.  In  the  1986  fourth 
quarter,  the  company  sold  Home’s  to  a  group  which 
included  members  of  Horne’s  management.  This  trans¬ 
action  resulted  in  a  pretax  gain,  net  of  transaction  costs, 
of  $71  million  (30?  per  share). 

In  the  1985  fourth  quarter,  subsequent  to  the  opening 
of  Hecht’s  new  Metro  Center  store  in  Washington,  D.C. , 
the  company  sold  its  former  dow  ntow  n  location.  The  first 
of  nine  installments  was  received  in  1985  resulting  in 
a  pretax  gain  of  $6  million  (3y  per  share).  The  second 
installment  was  received  in  the  1986  first  quarter  result¬ 
ing  in  a  pretax  gain  of  $5  million  (2e  per  share).  In 
the  third  quarter  of  1986,  the  company  sold  the  remaining 
notes  resulting  in  a  pretax  gain  of  $32  million  (140 
per  share). 


Cash  Flow  (millions) 


$800 


25 


In  the  third  quarter  of  1986,  the  company  sold  a  free¬ 
standing  Kaufmann's  store  following  the  opening  ol  a 
nearby  mall  store  in  Pittsburgh,  Pa.,  which  resulted  in 
a  pretax  gain  of  $9  million  (4c  per  share). 


Closings  and  Relocations.  In  the  1987  third  quarter, 
the  company  recorded  a  pretax  charge  of  $26  million  ( 10c 
per  share)  for  estimated  costs  of  closing  low-productivity 
store  locations,  relocation  of  one  of  its  data  processing 
centers,  and  one-time  costs  associated  with  changes  in 
operations  of  selected  merchandise  classifications. 

The  company  recorded  a  pretax  charge  of  $40  million 
(13c  per  share)  in  the  1986  fourth  quarter  for  estimated 
costs  of  closing  low-productiv  ity  .^tore  locations  and 
selective  department  eliminations  at  various  department 
store  divisions,  and  a  pretax  charge  of  $22  million  (7c 
per  share)  for  estimated  costs  of  combining  its  Denver 
operating  divisions.  During  1986.  the  company  complet¬ 
ed  the  combination  of  it>  Stewart  Dry  Goods  division 
(seven  Kentucky  stores)  into  the  L.S.  Ayres  division.  A 
pretax  charge  of  $3  million  ( 1  c  per  share)  relating  to  this 
combination  was  recorded  in  1985.  In  the  third  quarter 
of  1987,  the  Kentucky  stores  were  sold.  The  net  impact  of 
this  transaction  was  not  significant. 

The  company  recorded  a  pretax  charge  of  $6  million  (2c 
per  share)  in  the  1985  fourth  quarter  for  costs  of  com¬ 
bining  its  Strouss  and  kaufmann's  divisions.  The  com¬ 
pany  recorded  a  pretax  charge  of  $5  million  (2c  per  share) 
in  the  1986  first  quarter  for  the  costs  of  closing  two 
Kaufmann’s  department  stores. 


Conversion  Costs.  During  the  1987  third  quarter,  the 
company  recorded  a  pretax  charge  of  $8  million  (3c  per 
share)  for  estimated  costs  of  integrating  department  store 
locations  which  were  purchased  from  other  retailers. 


Parklabrea.  In  the  third  quarter  of  1986.  the  company 
sold  a  portion  of  Parklabrea  (a  178-acre  commercial 
and  residential  development  which  includes  a  May  Co., 
California,  department  store)  for  $201  million;  $15  mil¬ 
lion  in  cash  and  $186  million  in  twelve-year  notes.  $15 
million  of  which  are  supported  by  an  irrevocable  letter 
of  credit.  This  transaction,  net  of  transaction  costs,  re¬ 
sulted  in  a  pretax  gain  of  $104  million  (48c  per  share). 
The  company  is  also  entitled  to  limited  participation 
in  future  cash  How  increases  and  appreciation  of  the 
property  as  long  as  the  notes  remain  outstanding.  In  the 


fourth  quarter  of  1986,  the  company  sold  $165  million 
of  the  notes  received  and  is  contingently  liable  for  $42 
million  (which  may  be  reduced  under  certain  circum¬ 
stances)  of  the  purchaser’s  debt  in  the  event  of  default. 


Merger-Related  Costs.  The  company  merged  with 
ADC  in  1986  by  issuing  1.72  shares  of  the  company's 
stock  (69.7  million  shares)  for  each  share  of  ADC  common 
stock.  The  merger  was  accounted  for  as  a  pooling-of- 
interests.  which  required  recognition  of  merger-related 
costs  in  the  period  the  merger  was  consummated.  During 
the  1986  third  quarter,  the  company  recorded  a  pretax 
charge  for  merger-related  costs  of  $124  million  (50?  per 
share).  Merger-related  costs  include  investment  banking 
fees,  legal  and  accounting  fees,  severance  and  benefit- 
related  costs  and  other  costs  of  consolidating  operations. 


Inventory  Adjustments.  During  the  third  quarter  of 
1986,  the  company  recorded  a  pretax  charge  of  $50 
million  (16?  per  share)  to  reflect  anticipated  costs  of 
correcting  inventory  excesses  at  certain  divisions. 


Subsequent  Event.  On  March  4.  1988.  the  company 
entered  into  an  agreement  with  Campeau  Corporation 
whereby  it  has  agreed  to  purchase  the  Filene's  and 
Foley's  divisions  of  Federated  Department  Stores,  Inc., 
upon  Campeau's  successful  acquisition  of  Federated. 
The  purchase  price  is  estimated  to  be  approximately 
$1.6  billion.  Under  the  terms  of  the  agreement,  the 
company  has  provided  Campeau  with  a  $650  million 
letter  of  credit. 


Quarterly  Results  (unaudited).  Quarterly  results  are 
determined  in  accordance  with  the  same  accounting 
policies  used  for  annual  information,  including  certain 
items  based  upon  estimates  for  the  entire  year. 

Summarized  quarterly  results  of  operations  for  the  last 
three  fiscal  vears  were  as  shown  in  the  chart  that  follows. 
The  net  impact  of  unusual  items  in  any  quarter  was  not 
significant. 


(millions,  except  per  share) 

Cost  of 

Net 

Merchandise 

Net 

Earnings 

Quarter 

Revenues 

Sold 

Earnings 

Per  Share 

1987 

First 

$  2.340 

$1,714 

$  64 

$  .41 

Second 

2.364 

1,769 

61 

.40 

Third 

2.508 

1,836 

89 

.57 

Fourth 

3.369 

2,387 

230 

1.52 

Year 

$10,581 

$7,706 

$444 

$2.90 

1986 

First 

$  2.202 

$1,609 

$  46 

$  .29 

Second 

2,297 

1.707 

48 

.30 

Third 

2,507 

1.835 

74 

.47 

Fourth 

3,370 

2.382 

213 

1.38 

Year 

$10,376 

$7,533 

$381 

$2.44 

1985 

First 

S  2,039 

$1,497 

$  42 

$  .27 

Second 

2,112 

1 .564 

51 

.32 

Third 

2,275 

1.665 

59 

.37 

Fourth 

3,116 

2,190 

195 

1.24 

Year 

$  9,542 

$6,916 

$347 

$2.20 

There  is  uncertainty  in  the  factors  used  to  estimate  the 
annual  LIFO  provision  on  an  interim  basis.  No  LIFO 
charge  or  credit  was  recorded  in  the  1987  fourth  quarter. 
The  company  recorded  fourth  quarter  credits  of  $8  million 
(20  per  share)  and  $9  million  (30  per  share)  in  1986 
and  1985,  respectively.  The  information  below  indicates 
the  pro  forma  impact  of  UFO  had  the  final  factors  been 
known  during  the  year. 


1987 

1986 

1985 

Pro 

As 

Pro 

As 

Pro 

As 

Quarter 

forma 

Reported 

forma 

Reported 

forma 

Reported 

First 

$.02 

$.03 

$  - 

$.01 

$  - 

$.02 

Second 

.02 

.02 

— 

.01 

— 

.02 

Third 

.02 

.03 

— 

.01 

— 

— 

Fourth 

.02 

— 

.01 

(.02) 

.01 

(.03) 

Year 

$.08 

$.08 

$.01 

$.01 

$.01 

8.01 

Notes  to  Business  Segment  Summary.  Net  retail  sales 
exclude  sales  of  sold  divisions  and  nonreplaced  closed 
stores  in  all  periods.  The  revenues  show  n  below  include 
net  retail  sales  of  all  stores  operating  during  the  period. 


(millions) 

1987 

1986 

1985 

1984 

1983 

1982 

Revenues 
Department  stores 

$  6,415 

$  6.503 

$6,128 

$5,749 

$5,390 

$4,893 

Caldor 

1.511 

1,411 

1,339 

1.244 

1.101 

925 

Venture 

1 ,206 

1,129 

1,004 

882 

749 

640 

Volume  Shoe 

1,065 

934 

697 

543 

425 

312 

Loehmanris 

349 

351 

322 

303 

187 

N/A 

Real  estate 

33 

48 

52 

18 

18 

17 

Total 

$10,581 

$10,376 

$9,542 

$8,739 

$7,870 

$6,787 

Operating  earnings  represent  LIFO  earnings  before 
federal  and  state  income  taxes,  net  interest  expense 
and  corporate  expense.  1987  and  1986  operating  earnings 
exclude  unusual  items  summarized  on  page  25  in  order 


to  be  more  representative  of  operating  results.  Caldor 
and  Loehmann’s  total  assets  exclude  excess  of  cost  over 
net  assets  acquired  and  values  assigned  to  favorable 
leases  resulting  from  their  1981  and  1983  acquisitions, 
respectively,  and  their  operating  earnings  exclude  the 
related  amortization.  Had  these  amounts  and  the  unusual 
items  been  included  in  the  operating  segments,  amounts 
would  be  as  follows: 


(millions) 

1987 

1986 

1985 

1984 

1983 

1982 

Operating  Earnings 

Department  stores 

$597 

$513 

$56-1 

$574 

$531 

$438 

Caldor 

50 

40 

86 

71 

78 

58 

Venture 

65 

80 

.58 

50 

44 

30 

Loehmann’s 

12 

12 

13 

y 

4 

N/A 

Real  estate 

33 

133 

29 

19 

17 

14 

Corporate  Expense 

$  (33) 

$(121) 

$(77) 

$(71) 

$  (  70  ) 

*(57) 

Total  Assets 

Caldor 

$633 

$644 

$667 

$650 

$602 

$.539 

Loehmann’s 

132 

136 

144 

144 

148 

N/A 

Corporate 

311 

607 

278 

218 

411 

249 

Real  estate  amounts  reflect  Parklabrea  on  a  consolidated 
basis  as  of  the  beginning  of  fiscal  year  1985  as  a  result 
of  the  company’s  purchase  of  Metropolitan  Life  Insur¬ 
ance  Company’s  50%  interest  in  Parklabrea.  Operating 
earnings  do  not  reflect  interest  expense  on  debt  related 
to  Parklabrea  or  the  preferred  dividend  requirements 
associated  w  ith  the  shares  issued  upon  purchase.  Capital 
expenditures  for  1985  also  exclude  S142  million  related 
to  the  purchase  of  Parklabrea. 

The  company  has  up  to  a  50%  ownership  interest  in  its 
real  estate  partnerships.  In  accordance  w  ith  generally 
accepted  accounting  principles,  the  investment  in  these 
properties  is  accounted  for  by  the  equity  method  and, 
as  a  result,  partnership  rental  revenues  are  not  included 
in  reported  rental  revenues.  Real  estate  rental  revenues, 
including  100%  of  amounts  attributable  to  partnerships, 
were  $185,  $176,  $151,  $132,  $119  and  $107  million  in  the 
six  years  1987  through  1982,  respectively.  The  company’s 
share  of  the  earnings  of  its  partnerships  is  included  in 
real  estate  operating  earnings.  The  assets  identified  with 
real  estate  operations  include  investments  in  and  ad¬ 
vances  to  affiliated  real  estate  partnerships. 

Corporate  assets  consist  principally  of  cash,  marketable 
securities  and,  in  1983,  the  Dillard's  stock  received  in 
connection  w  ith  the  sale  of  Stix,  Baer  &  Fuller. 

Net  assets  represent  total  assets,  plus  present  value  of 
operating  leases,  minus  current  liabilities,  excluding 
the  current  portion  of  long-term  debt  and  capitalized 
lease  obligations. 

Return  on  beginning  net  assets  represents  operating 
earnings,  plus  the  interest  component  of  operating  leases, 
divided  by  net  assets  at  the  beginning  of  the  year. 
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Six  VnrStimmnn  l>\  business  Si*triiH*n i 


The  May 


Department 

(millions) 

1987 

1986 

1985 

1984 

1983 

1982 

Stores 

Company 

and 

Net  Retail  Sales 

Department  stores 

8  6,205 

$5,773 

85,376 

85,006 

84,697 

$4,246 

Subsidiaries 

Caldor 

1 ,502 

1,348 

1,282 

1,182 

1,062 

895 

Venture 

1,208 

1,122 

985 

866 

733 

626 

Discount  stores 

2,710 

2,470 

2.267 

2.048 

1.795 

1,521 

Volume  Shoe 

1,065 

934 

697 

543 

425 

312 

Loehmann’s 

334 

323 

295 

279 

166 

N/A 

Specialty  stores 

1 ,399 

1.257 

992 

822 

591 

312 

Total 

810,314 

89,500 

$8,635 

87.876 

$7,083 

86,079 

Operating  Earnings 


Department  stores 

$ 

618 

8  557 

$  525 

$  535 

$  496 

8  408 

Caldor 

56 

70 

85 

69 

78 

59 

Venture 

70 

80 

58 

50 

44 

30 

Discount  stores 

126 

150 

143 

119 

122 

89 

Volume  Shoe 

132 

138 

97 

I  4 

59 

40 

Loehmann’s 

19 

16 

17 

11 

6 

N/A 

Specialty  stores 

151 

154 

114 

88 

65 

40 

Real  estate 

33 

29 

29 

19 

17 

14 

Total 

928 

890 

811 

761 

700 

551 

Closed  and  sold  divisions 

9 

43 

44 

45 

39 

33 

Corporate  expense 

(82) 

(96) 

(85) 

(79) 

(76) 

(61) 

Interest  expense,  net 

(113) 

(127) 

(123) 

(114) 

(108) 

(118) 

Unusual  items 

1 

(42) 

— 

— 

— 

— 

Earnings  before  income  taxes 

s 

743 

$  668 

8  647 

$  613 

$  555 

$  405 

Operating  Earnings  as  c/c  of  Sales 

9.6% 

Department  stores 

10.0% 

9.6% 

9.8% 

10.7% 

10.6% 

Caldor 

3.7 

5.2 

6.6 

5.9 

7.4 

6.6 

Venture 

5.8 

7.2 

5.9 

5.8 

5.9 

4.8 

Discount  stores 

4.6 

6.1 

6.3 

5.8 

6.8 

5.8 

Volume  Shoe 

12.4 

14.8 

14.0 

14.3 

13.8 

13.0 

Loehmann’s 

5.7 

4.9 

5.7 

3.8 

3.9 

N/A 

Specialty  stores 

10.8 

12.2 

11.5 

10.7 

11.0 

13.0 

Total  Assets 

Department  stores 

$ 

4.011 

83,904 

$3,665 

83,326 

$3,015 

$2,908 

Caldor 

536 

533 

552 

530 

477 

410 

Venture 

530 

492 

446 

400 

341 

293 

Discount  stores 

1,066 

1 .025 

998 

930 

818 

703 

Volume  Shoe 

383 

331 

279 

246 

183 

180 

Loehmann’s 

53 

55 

59 

55 

55 

N/A 

Specialty  stores 

436 

386 

338 

301 

238 

180 

Real  estate 

181 

186 

254 

99 

110 

122 

Corporate 

487 

799 

478 

427 

629 

378 

Total 

$ 

6,181 

$6,300 

85,733 

$5,083 

$  1,810 

$4,291 

See  Note*  to  Business  Segment  Summary  on  page  27. 

Net  retail  sales 
comparability. 

for  l*/84  are  shown 

alxive  on  a  52- week  basis  lor 

2H 


The  May 

Department 

Stores 

Company 

and 

Subsidiaries 


(millions) 

1987 

1986 

1985 

1984 

1983 

1982 

Net  Assets 

Department  stores 

$3,414 

$3,236 

$3,020 

$2,765 

$2,484 

$2,502 

Caldor 

528 

503 

515 

460 

382 

323 

Venture 

418 

101 

371 

321 

271 

241 

Discount  stores 

946 

904 

886 

781 

653 

564 

Volume  Shoe 

614 

529 

430 

352 

266 

249 

Loehmann’s 

43 

55 

51 

47 

53 

Y  \ 

Specialty  stores 

657 

584 

481 

399 

319 

249 

Real  estate 

163 

172 

238 

90 

102 

114 

Corporate 

361 

678 

444 

381 

610 

376 

Total 

$5,541 

$5,574 

$5,069 

$4,416 

$4, 168 

$3,805 

Return  on  Begrimiing  Net  Assets 

Department  stores 

20.0% 

20.5% 

21.3% 

24.1% 

22.2% 

19.0% 

Caldor 

15.9 

18.8 

23.8 

23.9 

29.3 

21.9 

Venture 

19.1 

23.5 

20.1 

19.4 

19.0 

14.4 

Discount  stores 

17.4 

20.8 

22.3 

22.0 

24.9 

18.8 

Volume  Shoe 

31. 1 

38.0 

33.1 

33.1 

26.6 

22.9 

Loehmann’s 

38.4 

35.8 

39.9 

23.5 

N/A 

N/A 

Specialty  stores 

31.8 

37.8 

33.9 

31.5 

26.6 

22.9 

Total 

17.1% 

17.4% 

19.0% 

18.8% 

18.5% 

15.9% 

Capital  Expenditures 

Department  stores 

$  314 

$  338 

$  341 

$  190 

$  142 

$  163 

Caldor 

33 

31 

19 

26 

49 

16 

Venture 

44 

37 

50 

40 

34 

19 

Discount  stores 

7  7 

68 

69 

66 

83 

35 

Volume  Shoe 

71 

61 

42 

54 

35 

36 

Loehmann’s 

4 

3 

3 

2 

2 

N/A 

Specialty  stores 

75 

64 

45 

56 

37 

36 

Real  estate 

6 

4 

~7 

i 

3 

3 

8 

Corporate 

29 

29 

7 

17 

16 

3 

Total 

S  501 

$  503 

$  469 

$  332 

$  281 

$  245 

Depreciation  and  Amortization 

Department  stores 

$  148 

$  147 

$  131 

$  121 

$  119 

$  111 

Caldor 

30 

25 

21 

18 

15 

12 

Venture 

24 

23 

21 

18 

15 

13 

Discount  stores 

54 

48 

42 

36 

30 

25 

Volume  Shoe 

27 

21 

17 

12 

9 

7 

Loehmann’s 

2 

2 

2 

1 

1 

N/A 

Specialty  stores 

29 

23 

19 

13 

10 

i 

Real  estate 

4 

8 

7 

3 

4 

3 

Corporate 

35 

37 

29 

28 

23 

17 

Total 

$  270 

$  263 

$  228 

$  201 

$  186 

$  163 

LIFO  Provision  (Credit) 

Department  stores 

$  8 

*  4 

$  2 

s  (5) 

*  7 

$  9 

Discount  stores 

14 

(2) 

— 

(5) 

(2) 

— 

$  22 

$  2 

$  2 

S  (10) 

$  5 

$  9 

See  Notes  to  Business  Segment  Summary'  on  page  27. 
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Hie  May 

Department 

Stores 

Company 

and 

Subsidiaries 


Eleven  Siiiiunan 


(millions,  except  per  share) 

1987 

1986 

1985 

Net  Retail  Sales 

*10,314 

S  9.500 

*8,635 

Operations 

Revenues 

*10,581 

*10,376 

89.542 

Cost  of  merchandise  sold,  including  occupancy  and  buying  costs 

7,706 

7,533 

6,916 

Selling,  general  and  administrative  and  other  expenses 

2,019 

2,048 

1 ,856 

Interest  expense,  net 

113 

127 

123 

Earnings  before  income  taxes 

743 

668 

647 

Income  taxes 

299 

287 

300 

Net  earnings 

444 

381 

347 

Dividends  on  common  stock 

170 

131 

124 

Capital  expenditures 

501 

503 

469 

Depreciation  and  amortization 

270 

263 

228 

Cash  flow  from  operations 

754 

696 

626 

Per  Share 

Net  earnings 

*  2.90 

*  2.44 

*  2.20 

Dividends  paid 

1.12 

1.02 

.92 

Effective  annual  dividend  rate  at  year-end 

1.14 

1.04 

.94 

Shareowners'  equity 

18.26 

17.01 

15.73 

Market  price  —  high 

50.88 

44.13 

32.50 

low 

22.25 

31.88 

21.  (K) 

Financial  Position 

Customer  accounts  receivable 

$  1,592 

*  1,517 

*  1 ,584 

Merchandise  inventories 

1,481 

1,432 

1,455 

Working  capital 

1,821 

1,921 

1,529 

Property  and  equipment,  net 

2,632 

2,502 

2,418 

Long-term  debt,  capitalized  lease  obligations  and 
redeemable  preferred  stock 

1.195 

1,239 

1,159 

Shareowners'  equity 

2.723 

2.595 

2.421 

Total  assets 

6.181 

6,300 

5,733 

Statistics 

Percent  of  revenues: 

Net  earnings 

4.2% 

3.7  % 

3.6% 

Cash  flow  from  operations 

7.1 

6.7 

6.6 

Return  on  shareowners'  beginning  equity 

17.0 

15.6 

15.4 

Stores  and  Shopping  Centers  Open  at  Year-End 

Department  stores 

2.58 

286 

301 

Caldor 

116 

115 

109 

Venture 

70 

65 

62 

Volume  Shoe 

2.436 

2.210 

1.867 

Loehmann's 

80 

90 

81 

Shopping  centers 

29 

27 

26 

Average  Shares  Outstanding 

151.9 

154.8 

156.0 

All  years  included  52  weeks,  except  1984  and  1978  which  included  53  weeks. 
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1984 

1983 

1982 

1981 

1980 

1979 

1978 

1977 

$7,876 

$7,083 

$6,079 

$5,404 

$4,396 

s  1.086 

$3,714 

$3,275 

$8,835 

$7,870 

$6,787 

$6,092 

$5,054 

$4,686 

$4,270 

$3,797 

6,393 

5,668 

4,918 

4,401 

3,649 

3,376 

3,076 

2.722 

1,715 

1,539 

1,346 

1,234 

1,028 

953 

872 

766 

114 

108 

118 

96 

63 

64 

60 

51 

613 

555 

405 

361 

314 

293 

262 

258 

286 

258 

188 

169 

147 

139 

130 

127 

327 

297 

217 

192 

167 

154 

132 

131 

106 

89 

79 

72 

65 

56 

51 

47 

332 

281 

245 

242 

204 

200 

245 

172 

201 

186 

163 

138 

117 

109 

97 

86 

554 

512 

416 

356 

316 

282 

244 

232 

$  2.10 

$  1.93 

$  1.44 

$  1.31 

$  1.23 

$  1.14 

$  .98 

$  .97 

.78 

.65 

.60 

.56 

.50 

.46 

.42 

.39 

.86 

.67 

.61 

.57 

.52 

.47 

.43 

.39 

14.50 

13.21 

11.82 

11.05 

10.46 

9.72 

9.02 

8.43 

24.19 

21.00 

16.42 

10.67 

9.34 

9.21 

9.13 

9.92 

15.04 

14.84 

7.67 

7.75 

6.00 

7.25 

6.92 

7.13 

$1,516 

$1,381 

$1,285 

$1,203 

$1,071 

$  982 

$  860 

$  783 

1,329 

1,117 

974 

927 

686 

649 

.588 

530 

1,354 

1,338 

1,186 

1.046 

1,000 

886 

803 

803 

2,039 

1,909 

1,797 

1,729 

1,341 

1,285 

1,202 

1,062 

870 

1.010 

1,035 

979 

760 

820 

749 

688 

2,233 

2,041 

1,756 

1,647 

1,402 

1,297 

1,197 

1,114 

5,083 

4,810 

4.291 

4,197 

3,446 

3,222 

2,854 

2.650 

3.7% 

6.3 

16.0 

3.8% 

6.5 

16.9 

3.2% 

6.1 

13.2 

3.1% 

5.8 

13.6 

3.3% 

6.3 

12.8 

3.3% 

6.0 

12.8 

3.1% 

5.7 

11.8 

3.4% 

6.1 

12.6 

303 

300 

309 

309 

300 

291 

278 

264 

103 

95 

79 

74 

— 

— 

— 

— 

57 

51 

47 

45 

45 

45 

43 

27 

1,662 

1,389 

1,279 

1 ,089 

978 

811 

643 

559 

72 

67 

— 

— 

— 

— 

— 

— 

25 

26 

26 

27 

24 

22 

20 

19 

155.8 

154.2 

150.8 

146.3 

134.8 

134.2 

133.6 

133.9 
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Management  s  H<v^| M»n^il »i lit \  ami 
Report  ol  hidependeni  Pi 1 1 >1  i<*  \rrounlaiil> 


Report  of  Management.  Management  is  responsible 
lor  the  integrity  and  objectivity  of  the  financial  information 
presented  in  this  annual  report.  The  financial  statements 
in  this  report  have  been  prepared  in  conformity  with 
generally  accepted  accounting  principles  applied  on  a 
consistent  basis  and  are  not  misstated  due  to  material 
fraud  or  error.  Fhe  financial  statements  include  amounts 
based  on  certain  estimates  and  judgments  of  currently 
available  information  and  management’s  view  of  current 
conditions  and  circumstances.  Management  uses  the 
serv  ices  of  specialists  w  ithin  and  outside  the  company 
in  making  such  estimates  anil  judgments. 

Management  has  established  and  maintains  a  system  of 
accounting  and  controls  to  provide  reasonable  assurance 
that  assets  are  safeguarded  against  loss  from  unauthorized 
use  or  disposition  and  that  accounting  records  provide 
a  reliable  basis  for  the  preparation  of  financial  statements. 
Fhe  system  of  controls  includes  the  careful  selection  of 
people,  a  division  of  responsibilities  and  the  communi¬ 
cation  and  application  of  formal  policies  and  procedures 
that  are  consistent  with  high  standards  of  accounting 
and  administrative  practices.  An  important  element  of 
this  system  is  a  comprehensive  internal  audit  program. 
Management  continually  rev  iews,  modifies  and  improves 
its  systems  of  accounting  and  controls  in  response  to 
changes  in  business  conditions  and  operations  and  to 
recommendations  in  the  reports  prepared  by  the  inde¬ 
pendent  public  accountants  and  internal  auditors. 

Management  believes  that  it  is  essential  for  the  company 
to  conduct  its  business  affairs  in  accordance  with  the 
highest  ethical  standards  and  in  conformity  with  the  law. 
This  standard  is  described  in  the  company’s  code  of  cor¬ 
porate  conduct  which  is  publicized  throughout  the 
corporation. 

Audit  Committee  of  the  Hoard  of  Directors.  The 

Hoard  ol  Directors,  through  its  Audit  Committee, 
participates  in  the  reporting  of  financial  information 
by  the  company.  The  committee  meets  regularly  with 
management,  the  internal  auditors  and  the  company’s 
independent  public  accountants.  The  committee  met 
three  times  during  1987  and  reviewed  the  scope,  timing 
and  fees  for  the  annual  audit  and  the  results  of  audit 
examinations  completed  by  the  internal  auditors  and 
independent  public  accountants,  including  the  recom¬ 
mendations  to  improve  certain  internal  controls  and  the 
follow-up  reports  prepared  by  management.  The  inde¬ 
pendent  public  accountants  and  the  internal  auditors 
have  free  access  to  the  committee  and  the  Board  of 
Directors  and  attend  committee  meetings. 


The  members  of  the  Audit  Committee  are  Kiehard  R. 
Shinn  (chairman),  Thomas  S.  Carroll,  Paul  Kolton,  Edward 
II.  Meyer.  Russell  E.  Palmer  and  Murray  L.  Weidenbaum. 

The  Audit  Committee  rej>orts  the  results  of  its  activities 
to  the  full  Hoard  of  Directors. 

Report  of  Independent  Public  Accountants. 

Arthuh  Andersen  &  Co. 

To  the  Board  of  Directors  and  Shareowners  of 
The  M  av  Department  Stores  Company: 

We  have  examined  the  consolidated  balance  sheet  of 
The  May  Department  Stores  Company  (a  New  York 
corporation)  and  subsidiaries  as  of  January  30,  1988, 
and  January  31.  1987.  ami  the  related  consolidated  state¬ 
ments  of  earnings,  shareowners’  equity  and  changes  in 
cash  and  marketable  securities  for  each  of  the  three 
fiscal  years  in  the  period  ended  January  30.  1988.  Our 
examinations  were  made  in  accordance  with  generally 
accepted  auditing  standards  and.  accordingly,  included 
such  tests  of  the  accounting  records  and  such  other 
auditing  procedures  as  we  considered  necessary  in  the 
circumstances.  As  discussed  on  page  14  in  the  Summary 
of  Significant  Accounting  Policies,  Associated  Dry 
Goods  Corporation  was  acquired  during  1980  in  a  trans¬ 
action  accounted  for  as  a  pooling-of-interests.  We  did 
not  examine  the  consolidated  financial  statements  of 
Associated  Dry  Goods  Corporation  for  the  year  ended 
February  1,  1986.  Such  statements  are  included  in  the 
consolidated  financial  statements  of  The  May  Department 
Stores  Company  and  subsidiaries  for  the  year  ended 
February  1.  1986,  and  reflect  total  revenues  of  approxi¬ 
mately  46?f  of  the  consolidated  totals,  after  restatement 
to  reflect  certain  adjustments  as  set  forth  on  page  14. 

The  financial  statements  of  Associated  Dry  Goods 
Corporation  prior  to  those  adjustments  were  examined 
by  other  auditors  whose  re|w>rt  has  been  furnished  to  us 
and  our  opinion,  insofar  as  it  relates  to  amounts  included 
for  Associated  Dry  Goods  Corporation,  prior  to  those 
adjustments,  is  based  solely  upon  the  report  of  the 
other  auditors. 

In  our  opinion,  based  on  our  examination  and  the  report 
of  other  auditors  referred  to  alx>ve,  the  financial  statements 
referred  to  above  present  fairly  the  financial  position 
of  The  May  Department  Stores  Company  and  subsidiaries 
as  of  January  30,  1988,  and  January  31.  1987,  and  the 
results  of  their  operations  and  the  changes  in  their  cash 
and  marketable  securities  for  each  of  the  three  fiscal 
years  in  the  period  ended  January  30,  1988.  in  conformity 
with  generally  accepted  accounting  principles  applied 
on  a  consistent  basis. 

Arthur  Andersen  &  Co. 

St.  Louis.  Mo.. 

March  16.  1988. 
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Board  of  Directors 


Richard  L.  Battram 
Vice  Chairman 

Thomas  S.  Carroll 

President  and  Chief  Executive  Officer 
of  International  Executive  Serv  ice  Corps 

David  C.  Farrell 
Chairman  of  the  Board 
and  Chief  Executive  Officer 

John  W.  Hanley1 2'3  4  ® 

Retired  Chairman  of  the  Board 
and  Chief  Executive  Officer 
of  Monsanto  Company 

Thomas  A.  Hays2,4 
President 

Lawrence  E.  Honig 
Vice  Chairman 

Helene  L.  Kaplan3, 

Counsel  to  Webster  &  Sheffield 

Paul  Kolton1 4 

Chairman,  Advisory’  Council  of  the 
Financial  Accounting  Standards  Board 

Jerome  T.  Loeb1 

Vice  Chairman 

and  Chief  Financial  Officer 

Edward  H.  Meyer'  ® 

Chairman  of  the  Board,  President 
and  Chief  Executive  Officer 
of  Grey  Advertising  Inc. 


Martha  T.  Muse3 
Chairman  and  President  of 
The  Tinker  Foundation,  Inc. 

Russell  E.  Palmer1  ' 

Dean  of  The  Wharton  School  of  the 
University  of  Pennsylvania 

Andrall  E.  Pearson3  4 
Class  of  1958  Professor  of  Business 
Administration,  Graduate  School 
of  Business  Administration  at 
Harvard  University 

Donald  C.  Platten~ 4 
Chairman  of  the  Executive  Committee 
of  the  Board  of  Chemical  New  York 
Corporation  and  Chemical  Bank 

Richard  R.  Shinn  1  ~ 4  ’ 

Executive  Vice  Chairman 
of  the  New  York  Stock  Exchange 

William  P.  Stiritz^  ’ 

Chairman  of  the  Board 
and  Chief  Executive  Officer 
of  Ralston  Purina  Company 

Murray  L.  Weidenbaum '  1 
Director  of  the  Center  for  the  Study 
of  American  Business  and  Mallinckrodt 
Distinguished  University  Professor 
at  Washington  University 


1  Audi!  Committee 

2  Executive  Committee 

3  Executive  Compensation 
and  Development  Committee 

4  Finance  Committee 

’  Nominating  Committee 

Committee  Chairman 
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( !orj lomir  Mnnugcmciii 


David  C.  Farrell 
Chairman  of  the  Board 
and  Chief  Executive  Officer 

Thomas  A.  Hays 
President 

Richard  L.  Battram 
Vice  Chairman 

Lawrence  E.  Honig 
Vice  Chairman 

Jerome  T.  Loeb 
Vice  Chairman 
and  Chief  Financial  Officer 

Executive  Vice  Presidents 
Louis  J.  Garr,  Jr. 

General  Counsel 

R.  Dean  Wolfe 
Real  Estate 

Senior  Vice  Presidents 
John  F.  Danahy 
Data  Processing 

Douglas  J.  Giles 
Human  Resources 

James  F.  Hamer 
Customer  Service 
and  Operations 

Ken  C.  H  icks 
Strategic  Planning 

Lonny J. Jay 
Planning  and  Reporting 

Charles  B.  Luber 
Real  Estate 

J.  Kent  McHose 
Control 


Vice  Presidents 

James  Abrams 
Corporate  Communications 

Robert  B.  Aldridge 
Shortage  Control  and  Security 

George  A.  Alexander 
Credit 

Gene  E.  Bauer 
Executive  Recruiting 

Brian  W .  Bender 

Capital  Planning  and  Analysis 

James  R.  Bodemuller 
Merchandise  Information  Systems 

Richard  A.  Brickson 
Secretary  and  Senior  Counsel 

Michael  C.  Canarios 
Planning  and  Analysis 

W  illiam  M.  Goddard 

Risk  Management  and  Insurance 

Frank  D.  Gunter 
Taxes 

Laurence  M.  Heilman 
Merchandise  Research 

Mark  E.  Hood 
Accounting  and  Reporting 

Jan  R.  KnifFen 
Treasurer 

Stephen  J.  Lourie 
Executive  Development 

Robert  L.  McDowell 
Corporate  Development 

Barry  S.  Silver 
Audit 


Ruth  A.  Streit 
Compensation  and  Benefits 

Henry  A.  Wagner 

EI)P  Systems  Development 

John  E.  White 
Merchandise  Distribution 

Frank  J.  W  illiams,  Jr. 

Public  Affairs  and  Senior  ( Counsel 


Management  of  ( )perating  ( lompanies. 


Subsidiaries 


Lord  &  Taylor,  New  York 

Marshall  Hilsberg,  Chairman  and 
Chief  Executive  Officer 
Frank  C.  Watson,  President 

May  Co.,  California 

Kenneth  F.  Sokol,  President  and 
Chief  Executive  Officer 
Edgar  S.  Mangiafico,  Chairman 

Hecht’s,  Washington,  D.C. 

Irwin  Zazulia,  President  and 
Chief  Executive  Officer 
J.  Warren  Harris,  Chairman 

Robinson’s,  Los  Angeles 
Robert  L.  Mettler.  President  and 
Chief  Executive  Officer 
Elden  Rasmussen,  Chairman 

Famous-Barr,  St.  Louis 

Robert  E.  Friedman,  President  and 
Chief  Executive  Officer 
Kenneth  L.  Wilkerson,  Chairman 

Kaufniann’s,  Pittsburgh 

William  T.  Tobin,  President  and 
Chief  Executive  Officer 
Gerald  A.  Sampson,  Chairman 

L.S.  Ayres,  Indianapolis 

Anthony  J.  Torcasio,  President  and 
Chief  Executive  Officer 
James  A.  Hageman,  Chairman 

G.  Fox,  Hartford 

Jerald  S.  Politzer.  President  and 
Chief  Executive  Officer 
Jerome  R.  Rossi,  Chairman 


May  D&F,  Denver 

Joseph  S.  Davis,  President  and 
Chief  Executive  Officer 
F.  Joseph  Hayes,  Chairman 

Meier  &  Frank,  Portland,  Ore. 

Judith  K.  Hofer,  President  and 
Chief  Executive  Officer 
Kenneth  B.  Winfield.  Jr.,  Chairman 

May  Co.,  Cleveland 

Robert  B.  Cockayne,  President  and 
Chief  Executive  Officer 
Donald  R.  Andrus,  Chairman 

O’Neil’s,  Akron 

Larry  L.  Miekley,  President  and 
Chief  Executive  Officer 
Roy  R.  Paulson.  Chairman 

Sibley’s,  Rochester,  N.Y. 

Matthew  D.  Serra,  President  and 
Chief  Executive  Officer 
John  L.  Dunham,  Chairman 

Goldwaters,  Scottsdale 
David  P.  Mullen.  President  and 
Chief  Executive  Officer 
Carl  E.  Tooker.  Chairman 

Habne’s,  New  Jersey 

John  E.  Toler,  Jr..  President  and 

Chief  Executive  Officer 

May  Florida,  Jacksonville 

Thomas  J.  Hogan.  President  and 
Chief  Executive  Officer 
William  J.  Sander,  Chairman 

Caldor 

Don  R.  Clarke,  Chairman  and 
Chief  Executive  Officer 
Marc  I.  Balmuth.  President 

Venture 

Julian  M.  Seeherman,  President  and 
Chief  Executive  Officer 
Philip  G.  Otto,  Chairman 


Volume  Shoe  Corporation 

Dale  W.  Hilpert,  Chairman  and 
Chief  Executive  Officer 

Loehniann’s 

Allan  R.  Bogner,  President  and 
Chief  Executive  Officer 
Philip  Kaplan,  Chairman 

May  Centers,  Inc. 

Robert  L.  Ferguson,  President  and 
Chief  Executive  Officer 
William  E.  Grafstrom,  Chairman 

May  Merchandising 
Corporation,  New  York 

Kenneth  Kolker,  Chairman  and 
Chief  Executive  Officer 
Martin  Bloom.  President 

May  Department  Stores 
International,  Inc. 

Martin  Bloom,  President  and 
Chief  Executive  Officer 

The  May  Design  and 
Construction  Company 

John  G.  Rutenis,  President 
John  F.  Strong,  Chairman 
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Corporate  Office 

The  May  Department  Stores  Company 
611  Olive  Street 
St.  Louis.  Mo.  63101 
(314)  342-6300 

1988  Annual  Meeting 

The  Annual  Meeting  of  Shareowners  will  he  held  at 
10  a.m.,  Friday,  June  17,  1988.  in  the  ninth  floor 
auditorium  of  the  Famous-Barr  store.  601  Olive  Street. 

St.  Louis.  Mo.  A  formal  notice  of  the  meeting, 
along  with  a  proxy  statement  and  a  form  of  proxy,  will 
be  mailed  to  each  holder  of  common  stock. 

Annual  and  10-K  Reports 

Copies  of  the  company's  annual  report  to  shareowners, 
the  annual  report  (Form  10-K)  to  the  Securities  and 
Exchange  Commission,  and  the  quarterly  reports 
(Form  10-Q)  to  the  SEC  are  available  to  shareowners 
without  charge  upon  request  to: 

Corporate  Communications 
The  May  Department  Stores  Company 
611  Olive  Street 
St.  Louis,  Mo.  63101 

Capital  Stock 

Shares  of  The  May  Department  Stores  Company 
common  stock  are  listed  and  traded  on  the  New  York 
Stock  Exchange  (trading  symbol  VIA)  and  the  Pacific  Stock 
Exchange  (trading  symbol  M  \).  The  stock  is  quoted  as 
“MayDS"  in  daily  newspapers. 


Transfer  Agent  and  Registrar 

Centerre  Trust  Company  of  St.  Louis 
510  Locust  Street 
St.  Louis,  Mo.  63101 
(314)  231-9300 

Independent  Public  Accountants 

Arthur  Andersen  &  Co. 

1010  Market  Street 
St.  Louis.  Mo.  63101 

Shareowner  Inquiries 

Communication  regarding  dividend  payments  and 
shareow  ner  records,  including  change  of  address,  should 
be  directed  to  the  company's  transfer  agent  and  registrar, 
Centerre  Trust  Company  of  St.  Louis,  at  the  address 
shown  above. 

Security  analy  sts,  investment  professionals  and  share- 
owners  should  direct  their  financial  inquiries  to: 

Mr.  Jan  R.  Kniffen 

V  ice  President  and  Treasurer 

The  May  Department  Stores  Company 

611  Olive  Street 

St.  Louis,  Mo.  63101 

(314)  342-6413 
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